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Conciliation in Palestine 


"ES all intents and purposes, the United Nations has washed its hands 

of the Palestine problem. The office of Mediator has been brought 
to.an end. In its place a three-power commission—consisting of the 
United States, France and Turkey—is entrusted with the task of securing 
a peaceful settlement. But the commission has virtually no instructions 
and no terms of reference. True, it is te attempt to find a solution for 
the refugee problem and it has also been asked to work out an inter- 
national regime for Jerusalem. Otherwise, the Assembly has carefully 
deleted all reference to any previous recommendations put forward in the 
name of the United Nations. The partition plan proposed by the first 
United Nations Commission .is not. mentioned. The proposals put 
forward by Count Bernadotte are specifically excluded; The Commis- 
sion must therefore put out into the’stormy seas of Palestine without a 
compass or a chart. 

It is difficult to be optimistic over its chances of securing a settlement 
by consent. The situation inside Palestine is unsettled and explosive. 
Rival armies are in the field, sporadic fighting flares up in the Negeb, 
one dividing line between Arab and Jew runs across the very centre of 
Jerusalem. Since all previous efforts at mediation have done nothing 
either to check the victorious advances of Israel.or to convince the Arabs 
that the enemy who is conquering them is a force they must recogniseand 
reckon with, why hope that the present emasculated version of previous 
policies will have better effect ? There do seem, nevertheless, to be two 
reasons for hope of some kind of settlement. The first is the degree to 
which both sides are growing weary of fighting: On the Arab side, it is 
the weariness of disaster, on the Jewish, it springs from the economic 
strain of maintaining armies in the field. There is, therefore, a mood for 
at least prolonging a truce, and perhaps it can be exploited. The other 
factor is the possibility that, in an agreement between Israel and Trans- 
jordan, the basis of a settlement exists; 

King Abdullah has taken.a more realistic.view.of the Palestine problem 
than any of his Aftab colleagues. His interests are more directly in- 
volved. If he looks out from his own mountains of Moab, he can see 
the tents of Israel on his western skyline. The ostrich attitude of his 
neighbours—who still refuse to recognise even the physical existence 
of Israel—is a luxury he can hardly afford. Moreover, he realises that 
however much the Arab “ Government” set up at Gaza under Egyptian 
and Syrian influence may proclaim the independence of an Arab rump 
state in Palestine, such a territory could not be self-supporting and would 
be swallowed up by Israel. That an influential part of Arab opinion in 
Palestine shares his opinion was shown on December t1oth when a 
congress of Arab mayors and notables held at Jericho invited him to 
extend his rule to Arab Palestine. More recently his own parliament 
has agreed that such a solution should be sought “by constitutional 
methods at the proper time and in accordance with the principles of self- 
determination.” These moves are of course written off by Abdullah’s 
enemies as’a mere lust for aggrandisement:' But, for lack of other ways 
out of the wood, ought not this argument to be discounted ?. Is'there not 
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the outline of a solution to be found in them, and ‘jis it“not” 


perhaps here that the Conciliation Commission should concen- 
trate its attention and influence ? 

If a settlement by agreement, and not by conquest, can be 
assured at all—which is still by no means certain—it is difficult 
to think of-any other basis than that of a compromise between 
Transjordan and Israel. But no one should underestimate the 
difficulties in the way of its achievement. _ The great obstacle on 
the Jewish side is the fact that Israel is victor—though not over 
King Abdullah’s forces—and may still be unwilling, in spite of 
the cost, to abandon the military methods which have brought 
so Many gains in recent months. It is a disturbing fact that 
Israeli opinion regards Transjordan itself, as well as the Arab 
part of Palestine, as belonging to the area originally promised 
to the Jews, and Mr Moshe Shertok has mentioned the claim in 
recent weeks. A Jewish invasion of Transjordan would have to 
overcome the opposition of Transjordan’s still unbeaten army. 
It would also involve consideration of Britain’s military commit- 
ments to Transjordan. But the Jews are elated by victory. 
They are new to statecraft. They are under extreme pressure 
irom the extremists inside Palestine. Their American sup- 
porters are not among the more moderate sections of public 
opinion in the United States. While it is true that every hope 
of a peaceful settlement now turns on the wisdom and modesty 
of the Jews’ intentions, it is not easy to find much evidence of 
either in recent manifestations of their policy. 

Great as are the obstacles on the Jewish side, it begins to 
look as though Arab objections will prove even more formid- 
able. If King Abdullah goes forward to negotiate what is— 
given the wreck of the Arabs’ hopes—the only reasonable com- 
promise left open to them, he will do so in the teeth of the 
opposition of all his fellow leaders. In the first place, it is 
impossible to reach a compromise with Israel without recog- 
nising its existence as a state. This the Arabs have determined 
not to do, and if King Abdullah “ breaks faith,” he will incur 
the wrath of men whose anger is easily directed by religious 
zeal or tribal fanaticism towards a policy of assassination. King 
Abdullah’s neighbours are also moved by ancient grievances 
and by their present need to find a scapegoat for the debacle 
in Palestine. In the past, the King has not always been wise 
in his attempts to extend his own Hashimite dominion. He has 
intrigued with the tribes in Syria against the government at 
Damascus. He has offended Ibn Saud, and, despite a recent 
rapprochement, a long standing dispute divides them over the 
ownership of the Transjordan roadstead at Akaba. These diffi- 
culties are not confined to the monarchs themselves. The 
excitable “ democracies ” of Syria, Iraq and Egypt must explain 
(o an ignorant electorate why Israel has not been driven into the 
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sea; and there will be no easier explanation than that “ Trans. 
jordan betrayed the Arab League.” 

All the Arab. countries will also be at one in accusing Kj 
Abdullah of “selling out” to the British, of being = 
“ stooge,” and of providing an opening for that well-worked 
catchphrase, British imperialism. It is therefore difficult at this 
stage to see how Arab opinion can be won over or how Ki 
Abdullah can fail to become isolated in the heart of the Arab 
world, an isolation which will be all the more dangerous to him 
since his outlets for trade must pass through neighbouring Arab 
or Israeli territory, His only seaport on the Red Sea, Akaba, is 
no more than an anchorage linked to the main highlands by a 
single road which is long, bad and uneconomic to maintain 
because it passes through the desolate Wadi Akaba. 


* 


The task which faces the Conciliation Commission is thus 
formidable. On the one hand, they have the Jews confident and 
ambitious as a result of victory, on the other, a majority of the 
Arabs who do not accept defeat and therefore can see no point 
in seeking a settlement. In between lies a possible basis of 
agreement with Transjordan which moderate Israeli opinion 
might consider, which King Abdullah would almost certainly 
accept but which, in their present mood, the rest of the Arabs 
may violently reject, thus opening the door to further fighting 
and to an Israeli absorption of all Palestine and possibly more. 
What, in such a situation, is the Conciliation Commission likely 
to accomplish ? 

They appear to have three cards to play. The first is to bring 
home to the Arabs the consequences of a further Israeli advance. 
The second is to persuade the Jews that internal stability and 
international and particularly American support will depend on 
not extending Israel’s frontiers to a point at which King 
Abdullah himself will be forced to turn and fight again. The 
third is to convince non-Communist opinion in Israel and 
educated Arab opinion—what there is of it—that the continu- 
ance of war and turmoil can have one consequence only—the 
despair of the masses, the rise of Communism and the extension 
of direct Soviet influence into the Middle East. Already, parti- 
cularly among the refugees, social dissatisfaction is flaring up 
and taking either of the two available forms—Utopian Com- 
munism or Moslem fanaticism. The whole ground is beginning 
to quake, and the various states’ only hope of peaceful evolution 
is to put an end to the present disorder and to begin, with al] the 
assistance western capital can offer, to rebuild a more prosperous 
and inviting future for the mass of the people. 

These are not, admittedly, strong cards to play. They demand 
from the Jews a moderation and from the Arabs a logic which 
are not conspicuous at present, Above all, they demand the 
utmost unity and forcefulness within the Conciliation Commis- 
sion. The Turks will certainly see the absolute necessity of 
pacifying their Middle Eastern hinterland. The French are 
a doubtful factor since their resentment at British mishandling 
of their Levantine aspirations in the past may prove stronger 
than the solidarity which Western Union might be supposed to 
create today. The Americans are at once the key and the 
question mark of the whole Commission. Their influence with 
Israel could be immense. It is from them—and particularly 
their oil interests—that capital for the peaceful development of 


‘the Middle East could come. But on no subject have the Ameri- 


cans proved more unpredictable than in their dealings with the 
Palestine problem. All in all, there seem to be very few 
grounds for supposing that the Commission will fare better 


than has any previous effort of pacification, initiated by the. 
United Nations and if this disappointing possibility in fact 


proves true, the situation in Palestine will be ined, as it 


has been throughout 1948, by force of arms—with incalculable 


and disastrous consequences not only for the Middle East, but 
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The Cost of Parenthood 


ATHER reluctantly and with a sense that there are much 
more important things to attend to, public attention is 
being focused again on the status of the family. Between the 
wars, the connection between family size and primary poverty 
was made painfully clear by successive surveys ; now interest 
js stimulated by the equally evident connection between the 
decline of family life and the growth of juvenile delinquency. 
Experts on population, intent throughout on the long perspective 
of demographic trends, are renewing the warnings of the inter- 
war years as, quarter by quarter, the evidence emerges that the 
war and postwar boom in births is over. Within a few months 
the long-awaited report of the Royal Commission on Population 
will bring the subject right back to the centre of the stage. 

The elements in modern industrial society which are hostile 
to the family have been generally recognised for a long time, and 
successive governments of recent years have been trying to 
counter them. Family allowances, income tax relief, food sub- 
sidies, free school meals and milk, housing subsidies, maternity 
benefits and other social services, not to speak of the double- 
edged institution of free education, have all been directed to 
this end. ‘The “ disinherited family ” has received an earnest of 
reinstatement. But it is far from certain that the state has been 
clear about its motives in so acting ; on the contrary, two quite 
distinct motives have been hopelessly confused. The first of 
these motives, which is the older and still the stronger influence 
on social legislation, springs from the desire to prevent poverty. 
It is in the large families of the wage-earners that the bitterest, 
and least deserved, poverty appears. So long as it is imprac- 
ticable to vary wages according to the size of the employee's 
family, standards of living must necessarily be lower in the 
large family. It is therefore the children who feel the keenest 
edge of poverty and the humanitarian state must step in to 
assist. 

The second motive, more recent in origin but gathering in 
power as population problems come to the fore, is an attempt 
to influence the birth rate—not, indeed, to bribe parents into 
having children, but to remove some of the heavy economic 
burdens that might deter them from doing so. From this 
aspect, absolute needs are less important than ‘relative dis- 
advantages. If the object is to influence the birth rate, it is not 
enough—except at the very lowest income levels—to assure 
the parent that the child will not actually starve; the father 
and mother must also be assured that the child’s standard of 
living—and their own—will not fall disastrously below what 
they are accustomed to, or below what they could achieve if they 
limited their family. 

Thus both policies—the relief of destitution and the 
influencing of the birth rate—require the support and rehabilita- 
tion of the family. But they require very different methods of 
accomplishing this purpose. The two policies do coincide, it is 
true, in the case of the very poorest families. Five shillings a 
week for each child is an important addition to the family 
income where the breadwinner’s wage is only £5 a week, 
Indeed, it has been calculated that the five shillings fairly exactly 
equals the extra cost, to such a family, of a second child. If 
‘this is so, the family standard of living is not lowered as the 
family grows—not, that is, in terms of money, though it well may 
be in terms of congestion and lost leisure. But if the policy of 
rehabilitating the family stops short at this point, it will 

influence the birth rate only at the lowest levels, where an 
increase is least necessary and often least desirable. 

This, perhaps, is the mest compelling reason why the policy 
of family rehabilitation, if itis to exist at all, needs to be thought 
out again from the start. It would be wise to recognise that 


there will be strong resistance to any suggestion of helping the 
large families of the more well-to-do. It is so easy to miss, of to 
misrepresent, the essential point. If, for example, it were pro- 
posed that the children’s relief from income tax, instead of 
being a fixed sum of £60, were to be a given proportion of 
the taxpayer’s income, so that a man with {1,500 a year would 
get a bigger relief than one with £500, then the cry would go 
up that the children of the rich were gp be subsidised at the 
cost of the poor. But that would not be so; for larger allow- 
ances would mean that the standard rate of tax would have to 
be higher than it would otherwise have been ; and that in its 
turn would mean that the childless taxpayer with an income 
of £1,500 would find the relief for his quiverful colleague. 


x 


The test of any policy, after all, is in its effect. If, for the 
£1,500-a-year man and his wife, a large family means a sharp 
fall in standards of living, then pro tanto they will be induced 
to limit their family. If they are to be relieved of this disincen- 
tive, it must be by methods that apply, and appeal, to them, 
and not by those that have relevance only to the farm labourer. 
It is probably too much to ask, at this juncture, that the hard- 
pressed state should provide any positive assistance for a 
family not of the very poorest class. It might, however, be 
asked to pause and realise how many of its actions actually 
make the position of the family worse instead of better. Even 
at the income level of £9 or £10 a week is has been calculated 
that the gap in welfare between the large and the small family 
has actually widened since before the war. . A fortion, to the 
salaried worker and to the wealthy, the changes in prices and in 
taxation have imposed an enormous new burden on the large 
family relative to the small family in the same range of income 
—apart altogether from the powerful effect of labour shortages 
and the general difficulties of housekeeping in the modern age. 
Whatever the state’s intentions may have been, the actual effect 
of its measures, combined with external circumstances, has been 
to put an enormously increased premium on sterility. 

The illogicality, viewed from this angle, of many of the 
existing measures is rarely realised. The food subsidies, for 
example, are often cited as a practical and automatic grant-in- 
aid to the family. But they are an uneconomic and haphazard 
way of either preventing hardship or removing the. differential 
between the small family and the large. They make just as 
much difference to the household expenses of a wealthy and 
childless couple. with five servants as. they do to those of a 
£4-a-week breadwinner with half a dozen dependants. to 
support. Indeed, they actually represent a progressively increas- 
ing subsidy to the wealthy, for the money saved to the surtax 
payer represents, when grossed up at the ratio appropriate to 
his income, anything up to forty. times its nominal total.. In so 
far as the larger family spends a greater proportion, .at all 
income levels, on food than the smaller family, the subsidies do 
favour parenthood ; but once the family income has reached 
an amount ensuring that rations can be taken up, they become 

subsidies to general spending rather than nutrition, and at no 
point do they subsidise dependants as such. Large families 
and the poorest consumers generally would benefit. much more 
from. an increase of family allowances and social security pay- 
ments—which The Economist has consistently advocated as. a 
concomitant to any serious cut in the subsidies. 

Maternity benefits and other social security. payments refer- 
ring directly to the family situation are, of course, more dis- 


criminating. They both help to avert or alleviate hardship, 


and, at the lowest income levels, significantly reduce the differ- 
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ential. Higher up their equalising effect is, once again, 
welcome but insignificant. No taxpayer, whatever his income, 
can get more than £27 a year net relief for each child which, in 
the upper range of income, may be little more than a tenth of 
what the parent actually thinks it necessary to spend. It is open 
to anybody to say that the professional man ought not to spend 
hundreds of pounds a year ona child. The fact is that he does; 
and so long as the size of his family makes no perceptible differ- 
ence to the taxation he pays (at an income of £3,000 the married 
man with three children pays 93 per cent of the taxation of a 


‘childless couple) he will consider himself severely penalised by 


every increase in his family; and he will act, or refrain from 
acting, accordingly. 


This is not the end of the present illogicalities. It has long 
been apparent that the law of income tax, in persisting in 
regarding husband and wife as one person for tax purposes, 
has in fact been putting a financial premium on unions un- 
blessed by church or state ; and even in this tolerant age an 
obstacle to marriage is still a brake on child-bearing. But, as a 
recent letter to The Times. pointed out, the state’s recent 
attempt to remove the penalty on marriage has resulted in 
inflicting a stiffer comparative penalty on parenthood. Since 
the extension of the wife’s earned income relief a childless 
couple, each earning half the family income, actually pay less 
tax than the single breadwinner with two dependants. The 
margin. of advantage to the childless increases rapidly with 
income. In the upper reaches, indeed, the childless working 
couple actually pay less tax than the single breadwinner with 
five dependants. When one considers these figures one really 
marvels at the strength of that philoprogenitive instinct which, 
in a world of largely optional parenthood, keeps the family in 
existence at all, 


The various social.measures that are aimed less at rehabilitat- 
ing the family than at doing the jobs which the family in its 
decline is failing to do—youth services, welfare services, school 
meals and transport, and. so on—undoubtedly benefit their 
recipients. It is arguable, however, that in the long run they set 
up a vicious circle, both economically and psychologically. The 
taxation needed to run them comes, after all, out of the pockets 
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of family breadwinners among others. And psychologically the 
sense that They will provide, that Our wellbeing is Their 
business, has a way of seeping down from the older to the 
younger generation, with unhelpful effects on the self-reliance 
and responsibility which make good citizens now and good 
family heads later. 

The long-run problem of the family is obviously not urgent; 
not as the coal problem is urgent, or the productivity problem, 
or the balance-of-payments problem, or for that matter the 
problem of today’s undernourished, ill-housed, neglected of 
dishonest children. It is difficult to ask that attention should 
be diverted from these problems and that measures should be 
taken which might make their solution harder, in order to 
re-establish those foundations of national life which, though 
cracking, have not actually given way yet. Statesmen are 
busy, resources are overstrained, and there is no conveniently 
appointed harmony between long-run family welfare and im- 
mediate national needs. No single change would do more for 
family life than an end to the housing shortage ; but present 
families will be ill served if the swollen housing programme 
contributes to driving Britain into international bankruptcy. The 
radical fiscal changes needed to abolish the economic incentives 
to sterility might easily wreck what remains of the economic 
incentives to productivity, with similar results, 

Nevertheless, it is reasonable to plead that the interests of 
the family, as such—and of the family at all levels of income 
—be rated higher than ‘they are now ; that, for instance, higher 
children’s allowances be preferred, in any lightening of the tax 
burden, to a cut in standard tax rates ; that the large family be 
the first to benefit by any expansion of the social services and 
the last to suffer from any “axe”; that measures designed to 
enable the family to do its own job be given precedence over 
measures designed to compensate for its failures. Equity apart, 
it will be poor consolation to the Britain of a couple of genera- 
tions hence—Caroline Britain, one might say—to possess 
splendid schools, spacious playgrounds, well-equipped social 
clubs, a whole apparatus of protective legislation and a!l the 
rest of the furniture of Utopia, if there are neither enough 


children to use them nor enough productive workers to pay for 
their upkeep. 


Paramilitary 


A MONG the mysteries of the Iron Curtain none has been 
more baffling than that of the “ Paulus army.” the German 
force alleged to have been organised within the Soviet Union 
from German prisoners of war under the direction of captured 
German generals who gave their services for anti-Nazi propa- 
ganda from Russia after the disaster at Stalingrad. Many poli- 
tical observers are disinclined to believe in the existence of such 
an army, partly because they doubt whether Russia would per- 
mit any considerable body of Germans to bear arms and partly 
because there is some evidence that the Communists in Ger- 
many have themselves been spreading the story of the Paulus 


. army for purposes of intimidation. On the other hand, the 


Russians have achieved an astonishing degree of secrecy with 
regard to every kind of military preparation, and the prewar 
ignorance about Russian armaments and strategic facilities 
—which, as we now know, affected the calculations of all the 
General Staffs, including the German—should teach us to be 
cautious in dismissing outright possibilities of surprise from 
behind the Iron Curtain merely because adequate direct 
evidence is not forthcoming. 

The question whether any German armed force exists within 
the Soviet Union ready to be moved into Germany when re- 
quired by Soviet policy is distinct from the issue raised by the 
formation in the Soviet zone of Germany of a Volkspolizei 


armed with light automatic weapons. The two questions are 
indeed connected, for the Volkspolizei has been largely recruited 
from German prisoners of war who have passed through courses 
of political training in Russia and have recently been sent back 
to Germany; General von Seydlitz and other high-ranking 
officers of the former German army have been assisting in the 
organisation of this new force, which, though nominally a police 
corps, is to have a definitely military quality and discipline. 
Its members are encouraged to join, not the Socialist Unity 
Party, but the National Democratic Party, which was recently 
formed in the Soviet zone to attract ex-Nazis, and which 
specialises in a pro-Russian nationalist appeal, with emphasis 
on the unity of Germany to be brought about with Russian 
support. 

In discussing the significance of this trend it is necessary for 
anyone brought up in a liberal democracy to free his mind from 
certain preconceptions about the use of force in politics. The 
liberal mind instinctively clings to the belief that somehow 
violence is not effective, that the pen is mightier than the sword, 
that truth will prevail and that the public opinion of a country 
is what really matters, whereas on the side of the totalitarians, 
whether Fascist or Communist, there is ever the faith in the 

of the armed and disciplined minority over great 
masses of human beings. In the totalitarian camp, moreovef, 
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there is a clear perc~ption that force as a political instrument is 
relative. A man who is totally unarmed does not need an atomic 
bomb or a heavy tank in order to be intimidated; a revolver or a 
subber truncheon may be quite sufficient. For actual war against 
gnation of comparable strength the maximum of manpower and 
armaments must be brought to bear, but when it is a question 
of dominating civilian populations—especially where a pre- 
yiously established state structure has been disintegrated or 

tly weakened—decisive results can be achieved with very 
small and lightly armed forces, provided that they are well 
organised and used ruthlessly. 

The term “paramilitary” may be used to cover all forma- 
tions, private or state-supported, organised for the bearing of 
arms outside regular army establishments. Paramilitary forces 
are significant for external war only if a nation has by treaty 
been subjected to some degree of military disarmament. Norm- 
ally, when a nation is free to have as many soldiers as its legisla- 
ture will budget for, there is no advantage in having armed 
forces which are not part of the regular army or legally under 
its control ; the existence of irregular units under ordinary con- 
ditions is as distasteful to the military authorities as it is alarming 
to those responsible for civil order. But when a country is 
subjected to a compulsory limitation or abolition of its regular 
armed forces as a result of defeat in war, the militarisation of the 
civil police and the encouragement of private irregular organisa- 
tions of a military type may be ways of evading the treaty obliga- 
tions and increasing military strength beyond the permitted 
limits. In Germany after 1918 there was an incessant effort by 
the military authorities and nationalist political groups to revive 
German military power, or prepare for its revival, in defiance of 
the Versailles Treaty, and it was in the early days of the Weimar 
Republic that the “ Black Reichswehr ” and Freikorps provided 
the environment in which Hitler and the Nazi party passed their 
political infancy. 

* 

Generally speaking, paramilitary formations are of very little 
use to a regular army which has to prepare for the fighting of 
pitched battles against a foreign foe. If the irregular units 
cannot be incorporated in the regular army for training pur- 
poses and given experience in the tactical handling of all kinds 
of weapons, they cannot be employed in the field without re- 
training and reorganisation. From the point of view of sup- 
plementing national military strength their most important func- 
tion in Germany under thd Weimar Republic was to keep alive 
the martial spirit and accustom a number of young men to 
military discipline, which, in the absence of conscript service, 
they would not otherwise have undergone. If, on the other 
hand, any German units are now being trained in Russia, they 
could be kept in a state of military efficiency as part of Russian 
army formations.: 

It is, however, for civil war or for political terror that forces 
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of the Freikorps type are most effective, as the recent history of 
Europe has abundantly shown. From the beginning the “ Black 
Reichswehr” groups in Germany had a certain political 
alignment; they were necessarily against pacifism, against 
all parties which wanted to fulfil the obligations of the 
Versailles. Treaty, and in general against the democracy 
which was regarded both as a cause and as an effect of 
Germany’s defeat and humiliation. Later, with the rise 
of the Nazis, the various chauvinist paramilitary groups were 
largely merged into the paramilitary formations of the party, 
the SA and the SS. The private army of a political party is 
not intended primarily for foreign war, but for the coercion of 
political opponents and the seizyre of power in the state. It 
is a phenomenon of very recent history, with hardly any prece- 
dents in the eighteenth or nineteenth centuries. 

The strong monarchies which replaced feudalism tolerated no 
private armies, and the liberal state inherited a political order 
from which private warfare had been eliminated, quite apart 
from its own principles of peaceful persuasion and free election. 
But with the emergence of political parties organised as mass 
movements and yet aiming at exclusive dictatorial power, there 
naturally appeared forms of military organisation designed to 
give such parties the means at least for the “ conquest of the 
streets,” if not for a direct coup d'état. In Russia the Bol- 
shevik party was intended by Lenin to be a military, as well as 
a political, organisation; having to work underground under 
the Tsardom, it could not build up openly a party militia, but 
when the regular army dissolved after the fall of the monarchy, 
it was able to form the “Red Guard” detachments from 
which were created later the Red Army and the internal security 
forces under the control of the party-state department succes- 
sively known as the Cheka, the GPU, the NKVD and the 
MVD. In Italy and Germany a somewhat different develop- 
ment took place ; the Fascist and Nazi parties, taking advantage 
of conditions of political freedom, openly organised their street- 
fighting formations, the squadristi and the SA. These forces 
could never have seized state power in direct collision with the 
regular army in either country, but in neither case was the army 
used to prevent the creation of the party dictatorship. When 
the Fascists and Nazis came to power, their paramilitary forces 
were given official status and police powers for dealing with 
the party’s political opponents. 

During the war national guerilla resistance to Nazi domina- 
tion in various countries was mingled with the rise of political 
party armies, mostly Communist, which had in view a post- 
war struggle for power. In France fighting groups of the 
Resistance .have remained as potential civil war combatants in 
both the Communist and Gaullist camps, and there is reason 
to believe that both are well provided with small arms. In 
eastern Europe the Russian armies everywhere disarmed non- 
Communist Resistance forces and gave the Communists a 
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monopoly of armed strength. In Czechoslovakia the 
decisive instruments of the seizure of power were the special 
Communist police detachments organised by the Communist 
Minister of the Interior in what was nominally a coalition 
government and the factory militia units formed .from 
workers. In Germany the Soviet zone will soon have in the 
Volkspolizei and in factory militias which are being formed 
civil combat forces exclusively in the service of the Communist 
party and its fellow-travelling National Democrats, and these 
forces are significant because there are elsewhere in Germany 
virtually no German armed elements to oppose them. 

It is very important that the public both in Britain and the 
United States should clearly gnderstand the issue with which 
they may be confronted if Russia proposes the withdrawal of 
all Allied armies of occupation from Germany, or even simply 
from Berlin. Russia certainly will not make such proposals 
unless there is confidence in Moscow that.in a Germany emptied 
of Allied troops and devoid of a regular army the Communists 
will have a decisive advantage in a competition of violence and 
terror. There can be no doubt from all available information 
that free and peacefu! politics throughout Germany would put the 
Communists in a small minority. But it does not matter that 90 
per cent of Germans would vote against Communism if Com- 
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munism has 90 per cent of the armed power. The Communists 
believe in getting power first and holding elections afterwards; 
The question is whether there would be any way of guaranteeing 
a*balance of power in Germany after withdrawal of Allied armies 
from Germany except by building up in western Germany para. 
military forces strong enough to resist those under Com. 
munist control. Such competitive arming of Germans 
would not only tend towards an unlimited remilitarisation of 
Germany—of which ex-Nazi and militarist elements would take 
full advantage—but would be preparation for a civil war which 
in its threat to involve the backers on both sides would be g 
far more dangerous threat to peace than the present struggle 
for Berlin. The only rational policy is for the western Alhes 
to resolve to maintain, pending a radical change in international 
relations, some form of military occupation of their zones 
in Germany. So far there has been no adequate consideration 
in western countries of the consequences for internal order of 
the complete demilitarisation of a state, such as has been decreed 
for Germany and Japan. In a really peaceful and harmonious 
world the policeman’s truncheon might be enough to uphold 
the authority of the state and secure the rights of all citizens, 
but in the arena of actual politics a vacuum of regular military 
power is simply the gangster’s dream, 


The Northern Coalfields 


(By a Correspondent) 


HE National Union of Mineworkers is now collecting 

evidence from its branches about the measures they are 
taking, or propose to take, to deal with absentecism. This 
inquiry follows the rejection by the majority of districts of the 
Joint Output Committee’s scheme for setting up joint atten- 
dance committees at the pits, with power to impose fines on 
persistent absentees. As soon as the union reports have been 
completed, the output committee will meet again. 

There is certainly no time to lose. It is true that last week's 
total output was the highest for eight years and that output 
per manshift is above its 1938-39 average. But the weeks 
before Christmas always produce a spurt in production and are 
followed by a slump. And it would take more than a spurt to 
bring production for the year up to the target, since, with only 
four mere weeks to go, the output of deep mined coal was 18 
million tons short of the target of 200 million tons. For the 
country as a whole, absenteeism is still above last year’s level, 
and nearly twice as high as before the war. In the New Year, 
involuntary absence will increase with the onset of the sickness 
season, and voluntary absence will no doubt be affected by the 


' prolongation of holidays. If the 1949 targets for home produc- 


tion and exports are to be reached, drastic action against 
absenteeism will be needed. This is the most direct way of 
securing a short-term increase in output, for a reduction of only 
one point in the absenteeism percentage would add 2,000,000 
toms a year to output. 

The degree of absenteeism varies widely throughout the 
country. The coalfields with the best attendance records are 
Durham and Northumberland (which compose the Board’s 
northern division) and Scotland. The north-east division, with 
about 18 per cent absenteeism at the codlface, is the worst 
offender. If Yorkshire’s rate of absenteeism at the face were 
reduced to 10 per cent, another 4,000,000 tons would be added 
to the nation’s annual output. 

The salient facts about absenteeism are well known. It is more 
serious among the younger men (between the ages of 21 and 
3§) than among the older men. It is higher among contract 
men—that is, piece workers—than among day wage men, and 
among men who are new to the pas than those drawn from the 


mining community. It is lower in collieries near mining 
villages than in those in the neighbourhood of towns, and tends 
to be lower among men who live in good housing conditions, 
It is at its highest on Mondays and Friday afternoons, and it 
assumes grotesque proportions on the voluntary Saturday 
shift. It is not uncommon then to find a rate of 40 to §0 per cent 
among piece-workers, which means that the men who do tum 
up and are anxious to work overtime often have to be sent 
home. Colliery after colliery in Yorkshire is abandoning Satur 
day working as hopeless and uneconomic; the same is true in 
Durham, though not in Northumberland, where the extra half 
hour is worked, 

Absenteeism bears a direct relation to wage rates. Hewers 
at the coal face and many other piete-workers frequently earn 
such good wages that they do not mind missing occasional 
shifts, especially on a Monday. The incidence of PAYE is 
certainly another strong disincentive. The average miner is 
a fairly heavy spender, but when he has earned up to a certain 
point (say £8 or £10 for four shifts worked) he prefers to buy 
leisure rather than goods or savings. 

Shortage of food is sometimes cited as a cause of bad 
attendance. This is less easy to establish. It is certainly claimed. 
that shortage of fats is having a bad effect, and at some 
collieries which were visited on a recent tour of the northern 
and north-eastern divisions, men were starting their shift on 
bread and jam—hardly the most sustaining diet for an arduous 
day’s work. But, generally speaking, if the men made more. 
use of their canteens—many of which are excellent—this excuse 
could not be sustained. There is still a great deal of hostility 
towards canteens, just as there was until very recently towards 
pithead baths; the men prefer to take their meals at home ie 
point out that they are in any case giving their wives the ho 
keeping money with which to feed them, 

Absenteeism, whether during the week or on Saturday, is not 
the only obstacle to production. Other forms of nee 
such as late arrival and carly knocking-off, failure to complete, 
a stint or to prepare the face for the next shift, are all recei 
the attention of pit committees, without so far yielding m 
improvement. Far too much output is still being lost . 
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unofficial stoppages, which coal board and union officials alike 
agree could be avoided if the men made use of their concilia- 
tion machinery. This machinery, established under national 
agreement, consists of nine stages, with time limits set 
for cach. These range from the settlement of a dispute on the 
spot between the deputy and the men, to arbitration before an 
umpire. Yorkshire is again one of the black spots. Last year 
(largely because of the Grimethorpe dispute) it accounted for 
872,700 tons of the national total of 1,643,000 tons lost through 
stoppages. This year, with a national figure of 861,000 tons 
lost, Yorkshire is again responsible for more than half. In 
the northern division, on the other hand, relatively little output 
has been lost through disputes. Last year there was the 
unfortunate winding enginemen’s. strike (which cost 90,000 
tons), and altogether 84,763 days and 115,952 tons were lost. 
This year, industrial disputes have been kept at a minimum 
and only 31,000 tons have been lost through disputes so far. 
This is attributable to the prompt settlement of grievances in 
the division before they develop into major issues and to a high 
standard of trade union leadership. 

There is no doubt that fatigue and strain, particularly among 
the older men, play a part. This is especially true in the pits 
where the seams are narrow and conditions cramped, or where, 
as in the deep pits of South Yorkshire, men work in an exces- 
sively hot and dusty atmosphere. But even when all the natural 
and physical drawbacks are allowed for, the truth must be faced 
that a large part of absenteeism is due simply to a minority of 
men who will not co-operate with any system of industrial dis- 
cipline. In Yorkshire, absenteeism is spread over about one- 
third of the men: perhaps 1o per cent might be regarded as 
non-cooperative. 

« 


Many of the older miners, who have vivid memories of the 
long struggle for nationalisation, resent the irresponsible atti- 
tude of the minority. They object to the type of postwar 
recruits who have been “ wished upon” them, even more than 
to the Poles and other foreign workers, and are anxious for stern 
measures to be taken against them. The pit consultative com- 
mittees regularly review the absenteeism records and discuss 
how to improve them. In Yorkshire, the most usual method of 
dealing with absenteeism is to dismiss the hopeless cases, after 
they have been interviewed and given fair warning. Since 
January, 600 men have been dismissed from the division, on 
the advice of the pit committees. Some have left the industry 


NOTES OF 


Parliament adjourned this week for Christmas after eight 
weeks of a session which has been typical of the fourth year of 
a Parliament. Apart from the Steel Bill, almost all the thirty odd 
Bills presented so far are either minor ones or, like the Coal 
Industry Bill and the National Service Bill, are tidying-up 
measures or non-controversial ones such as Legal Aid and Civil 
Defence. The truth is that the decks at Westminster are steadily 
being cleared for the battle of the general election. One election 
issue is ready to hand in the Steel Bill. The Opposition onslaught 
on the Minister of Defence is an indication that a general charge 
ot Labour’s inefficiency will be one of their main lines of attack. 
In the foreign affairs debate, also, Mr Churchill, though urging 
a bi-partisan foreign policy, underlined a separate Opposition 
policy on Palestine and hinted at one on Spain. The Opposition 
will also have to make up their minds shortly on their policy 
towards the Government’s Four-Year Plan, to be published shortly 
as a White Paper. The Opposition are committed to American 
aid in principle, but are they to accept the Four-Year Plan for 
using that aid as it stands ? If so, they may find, if they win in 
1950, that their economic policy has been largely decided for them 
in advance, j 

On the Government side, Mr Morrison is reported to be about 
to retire to the Cornwall coast to meditate his strategy. One 
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altogether, after consultation with the Ministry of Labour, 
which still maintains a ring fence round the mines, Othets, 
sacked from one colliery, may find work in another, unless they 
have been black-listed in the neighbourhood. In many cases, of 
course, dismissal is no punishment, but rather the easiest way 
for the reluctant recruit to the industry to get out of it, 

Another method, which is probably more effective, especially 
in dealing with marginal cases, is that of “ down-grading” 
piece-workers to day wages for a stated period. This.practice 
is widely adopted in the northern division. It is undoubtedly 
an effective sanction, This method does not, of course, apply 
to haulage workers or other men on day wages, and in the 
northern division day workers are warned or fined, on the 
initiative of the pit committees. 

Some union leaders are now pressing for the re-introduction 
of the wartime system of fines, imposed by Regional Investi- 
gation Officers, assisted by an assessor from each side. In 
Durham, between August, 1943, and August, 1945, more than 
36,000 cases of absenteeism and indiscipline were dealt with 
in this way. About half were fined £1, which was refunded if 
the men made good, the remainder being placed on probation, 
warned or left alone. This scheme, which was undoubtedly 
effective, was abandoned by Mr Shinwell, who thought that 
the miners should be put on their honour. It is interesting to 
note that the demand for the revival of this scheme comes from 
Yorkshire, which was the first to reject the output committee’s 
scheme for joint attendance committees. The miners’ objections 
were not, in fact, due to the proposal to impose fines, but to the 
saddling of union officials, who rely upon popular support for 
re-election, with responsibility for penalising the men. 

It is to be hoped that as conditions in the mines become more 
settled, and miners more willing to accept the obligations which 
the necessity of a high output under nationalisation imposes, 
absenteeism and irresponsibility will decrease. But they will not 
do so without resolute efforts on the part of the miners and the 
Coal Board to remove the causes which give rise to them. At 
present, there is too great a tendency to sit down under the 
problem and to assume that absenteism is either irreducible or 
will reduce itself. If the National Coal Board is anxious to 
prove that it is a businesslike concern, it will apply itself to the 
task of eliminating a cause of wastage which would be intolerable 
in private business, and the joint output committee will have 
done little to justify its existence if it confines itself to a series of 
reports. This is not a question that can be solved by paperwork. 


THE WEEK 


likely development in Labour’s 1950 election policy will be some 
scheme for greater control of food distribution, based in principle 
on the Lucas Report. Mr Strachey hinted at this last year, and 
the present Agricultural Marketing Bill has been designed largely 
as an interim measure unti] wider and more definite action has 
been discussed. What other measures will be put forward depends 
upon the relative strength of Mr Morrison’s own doctrine of 
consolidation as against Dr Dalton’s and Mr Mikardo’s desire to 
press on with the creativn of the Socialist State. In the mean- 
time Mr Morrison, following out the recommendations of the 
last committee on Standing Orders, has performed a service to 
the House by announcing the provision of seven days between 
Christmas and Whitsun for the second reading of private 
members’ Bills, and three days after Whitsun for the third read- 
ing of those that survive. What cuts are waiting in the bag has 
not yet been revealed, 


* * x 


Mr Bevin’s Report ‘ 


From time to time, Mr Bevin reports to the House of 
Commons on the state of international affairs. He wanders from 
subject to subject in a somewhat aimless and disconnected fashion, 
picking up here a topic, there a topic, as though his speech were 
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simply a sum of different paragraphs contributed by the various 
departments in the Foreign Office. His speech in last week’s 
debate on foreign affairs was no exception. It had the same 
formlessness and the same departmental stamp. And it illustrated 
all over again two features of the method which present severe 
disadvantages to the discussion or even perhaps to the effective 
prosecution of foreign policy. 

The first disadvantage is that the totally discursive method 
gives no truc picture of the general shape and direction of the 
Foreign Secretary’s policy. In the last 18 months, Mr Bevin 
has had a hand in developments which can genuinely be seen 
as part of a rounded and consistent policy of western association 
and defence. Little of the present achievement—in ERP, in 
Western Union, in the Atlantic Pact—could have come abcut 
without British initiative and pressure. Yet the sense of a grand 
strategy was totally absent from Mr Bevin’s remarks. Nor did 
he make much attempt to relate certain phases of current policy 
to the wider interests of Western Union. In the matter of the 
Ruhr, it was left to Mr Eden to raise the question whether the 
integration of the heavy industry of western Europe as a whole 
might not prove a more constructive method of combining German 
recovery with control of German power. Mr Bevin gave the im- 
pression that his thinking had not moved from the vague ideas on 
nationalisation of Ruhr industry which were no more than ideas 
two years ago when Britain still had the last word in the 
management of the Ruhr. Yet the political scene has changed 
and developed out of all recognition since those days. Again, 
Mr Bevin did less than justice to the French as partners in 
European recovery when he bluntly warned them off the pro- 
duction of luxury goods and sniggered at innuendos to be dis- 
covered in the importing of French literature. : 

These shortcomings in dealing with the French and German 
aspects of British policy illustrate the other great defect of Mr 
Bevin’s approach—that he gives no picture at all of future develop- 
ments. The British people are, in fact, engaged on a most strik- 
ing and fateful adventure—that of finding ways of linking them- 
selves with their neighbours on both sides of the Atlantic in a 
fashion previously unheard of in time of peace. The adventure 
could be stimulating and enthralling if some of the right words 
were found to propound it, if some spirit of courage and hope 
were breathed into the dry diplomatic forms. But Mr Bevin 
seems to have lost—for the time being—some of those flashes of 
imagination which have in the past illumined his reports. The 
British are doing a very remarkable thing m a very dull way—so 
dull that their neighbours have not an inkling of how remarkable 
it is. Can such ignorance and flatness really serve the Foreign 
Secretary well ? 


7 * + 


Bipartisan Policies for Britain ? 


It is difficult for the Opposition to raise the issue of general 
foreign policy when the Foreign Secretary has steered studiously 
clear of it. Yer in last week’s debate on foreign policy, 
both Mr Eden and Mr Churchill succeeded in raising their 
speeches above the level of simple variations on Mr Bevin’s 
various themes. Mr Eden gave a far greater mmpression of having 
attempted to think out the ifplications of closer association in 
the west and one of his suggestions—that a way out of the dead- 
lock over the Italian colonies might be found in attaching the 
trusteeship to Western Union—certainly deserves careful examina- 
tion. Mr Churchill, too, raised issues of general importance, He 
made a strong attack on the Government for excluding the 
Opposition from the conduct of fereign policy and appealed for 
the spirit and practice of bipartisanship which has given such 
notable strength to American foreign policy since the war. In 
particular, he resented and attacked the attempt to “ unite Europe 
on a Socialist basis” and accused the Government of purposely 
excluding non-Socialist opinion from the achievement of the great 
aim of European unity. 

Mr Churchill’s irritation at feeling himself excluded from close 
consultation on foreign policy is understandable, particularly when 
one remembers the degree of confidence with which the wartime 
coalition—largely consisting of the same men—managed its affairs. 
But he is hardly justified in suggesting that bipartisanship is a 
cardinal principle of British policy, now abandoned by the 
nefarious Socialists. Continuity there has been, but bipartisanship 
is quite new. Throughout the twenties and thirties, the Govern- 
ment pursued its own policies in an independence which probably 
reached its height when Mr Chamberlain flew to Godesberg. This 
is net to say that the new principle of bipartisanship is wrong. 
On the contrary, unity in foreign policy is essential. But Mr 
Churchill put more indignation into his attack than is warranted 
by Conservative methods of conducting foreign affairs in the past. 
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There is a similar ambiguity in his attack on the Governmeny, 
handling of the proposed Assembly for Europe. It is true Gent 
Dr Dalton is an easy target, for he has in fact stated that only a 
Socialist Europe can become a united Europe. But such is not 
the policy of the official delegation at present engaged in Pagis 
on discussions on European unity with France and Benelux. 
Dr Dalton and Mr Churchill are at one in wanting the proposed 
Assembly to keep within proper limits. Mr Churchill does not 
wish it to interfere with “the proper sphere of governments” 
Dr Dalton has instructions to see that the form in which it { 
emerges effectively prevents it from doing so. The real quarre| 
is over the composition of the official delegation and over Mr 
Churchill’s plea that it should have included members of the 
Opposition. On this point the Government is not altogether 


unreasonable in claiming that it is strengthened by being a purely 
Government team. 


® * w 


Lion versus Shamrock 


Common sense was the chief quality of Wednesday’s debate 
on Ireland in the House of Lords. Eire has withdrawn from the 
Commonwealth and even if it were not perfectly within its rights 
to do so, as it undoubtedly is, the Government had no practical 
means of preventing it. The question now facing both Govern- 
ments is how to arrange their new relationship to the best 
advantage. Mr Attlee has followed the example of Mr Baldwin's 
Government, which decided in 1937 that the Irish Constitution 
Amendment Act, eliminating the Crown from the constity- 
tion of Eire while authorising the Executive Council to continue 
to employ the King’s services for diplomatic purposes, should not 
be allowed to bring abcut any fundamental change in the relations 
of the two countries. It is true that the English Courts still 
held that Eire was a member of the Commonwealth and therefore 
the situation presented none of the legal difficulties which it does 
today. If these difficulties can be overcome, however, there is 
clearly a great deal to be said for Mr Attlee’s resolve to keep Eire 
within the fold for practical purposes. Britain has no interest in 
penalising itself or Eire or in suddenly converting a large and 
useful section of the British population into aliens. 

The argument that Eire should not be allowed to have the 
rights of a member of the Commonwealth without its duties is in 
the abstract very impressive. In practice it is meaningless, since 
membership of the Commonwealth carries with it no legally 
enforceable duties and any rights which arise out of it, being based 
on the free consent of Governments, are almost automatically 
reciprocal. The Opposition appears to be on safer ground when 
it argues that it is not within the British Government’s power 
to treat the citizens of Eire as British subjects since the question 
of a man’s nationality must be decided by the Courts in the hight 
of precedent and of statute. Even this argument, however, is 
dubious. In the case of Murray vs. Parkes, 1942, in which 
Murray, who was born in Southern Ireland in 1908, attempted 
to prove that he was not liable for national service, it was held 
that a decision of the Judicial Committee of the Privy Council 
in 1935 did not mean that a Dominion Parliament could deprive 
a British subject of his status “wherever he might be.” Legal 
authorities have interpreted this decision as meaning that a 
Dominion Parliament cannot deprive a British subject resident 
in the United Kingdom of his nationality though the question of 
its rights to deprive subjects living within its own jurisdiction of 
British nationality is still open. The essential point is that British 


‘nationality is a status conferred by United Kingdom law and 


regulated by statutes passed at Westminster, and this view has 
been confirmed by the British Nationality Act of 1048. The 
Lord Chancellor is therefore probably right, in spite of Lord 
Simon’s objection, in holding that unless this Act is deliberately 
amended, Irishmen living in the United Kingdom will auto 
matically remain British subjects. Whether or not they remain 
subjects of Eire depends on the Eire Government. As for 
imperial preference, it will in the last resort be for The Hague 
Court to decide whether Eire is for commercial purposes a 
foreign country in relation™to the United Kingdom, and since 
there are no precedents to guide it, its decision would probably 
be influenced by the actual state of Anglo-Irish relations. 


® * w 


State Pubs 

The proposal in the Licensing Bill to extend to 
towns the scheme of state management of licensed 
which at present operates in the Carlisle area and round 


iM 


—~ mee tanos38 Dak ewer eas es 


0° a See 





debate 
om the 
» Tights 
rachical 
rovern- 
re best 
idwin’s 
otuneNn 
NStitu- 
nitinue 
ald not 
‘lations 
ts sull 
erefore 
it does 
here js 
Pp Eire 
rest in 
ze and 


ve the 
S is in 
, since 
legally 
based 
tically 
when 
power 
estion 
> hight 
ver, is 
which 
mpted 
s held 
ouncil 
eprive 
Legal 
hat. a 
ident 
ion of 
on of 
sritish 
r and 


vy has 


# 


Lord 
rately 
auto 


ze 


58 


esa. 





THE ECONOMIST, December 18 1948 


and Dornoch, has aroused heated opposition from the trade and 
some of its patrons, mixed with a very qualified approval from 
temperance interests. Like all interventions of the state in matters 
of liquor it may be counted a political vote loser. Nevertheless, 
there are two legitimate arguments in its favour. The Carlisle 
experiment—introduced to deal with the special problem of 
drunkenness among munition workers in the 1914-18 war—may 
be counted a qualified success. It has improved the appearance 
and reduced the number of the public houses and given the city 
a good reputation for sobriety and orderliness. There is some 
dispute about their colourfulness and variety—some denying 
them those qualities, others defending them—but the scheme is 
not unpopular locally. The Royal Commission on Licensing of 
1931 recommended that public ownership should be submitted to 
a further test in some different area. The new towns provide an 
obvious field for doing this, partly because they are themselves 
a new social experiment, but mainly because no satisfactory 
way has been found of allocating licences in them among the dif- 
ferent brewing interests. Mr Chuter Ede, moving the Bill’s 
second reading, spoke as if this difficulry made state management 
almost inevitable. That is a nonsensical exaggeration ; but it does 
provide a subsidiary argument for making a further experiment. 

The Government’s actual proposals, however, are open to some 
strong objections. Why run the scheme by remote contro] from 
Whitehall, with the aid of an advisory council which wili not 
even contain representation from some of the affected towns, 
when there are local and more democratic agents on the spot— 
the new town development corporations and the local authorities 
—abic and fitted to do the job? This is just a blind following 
of precedent, and centralisation for its own sake. Moreover, the 
fates are a more deserving and popular cause than the Exchequer 
to absorb the profits of the scheme. Secondly, why cast the net 
of public ownership so vaguely and widely over undefined 
“adjacent areas ”—a proposal that can be used to nationalise 

lf the pubs in Hertfordshire ? Thirdly, and most important, 
why insist on a complete public monopoly? The number, 
location, and appearance of the pubs can now ail be controlled 
under town-planning powers. Public and private competition in 
a new town would both give variety and be a proper test of the 
virtues of each, So why go farther, unless to satiate the gargan- 
tuan appetite of the indiscriminate nationalisers ? 

It is a serious matter that the Government has made no effort 
to answer these criticisms. Mr Ede was content to argue the 
Bill’s inevitability and trivialiry, Mr Morrison to be flippant. 
This is impossible statesmanship. 

* 


The Bill’s other contentious proposal—to eliminate the legal 
loophole whereby “ bottle parties ” supply liquor after midnight— 
is sound enough—on condition that it is accompanied by a greater 
willingness to permit late-night licensing extensions to properly 
conducted restaurants and night-clubs. 


x * * 


Transport Strike 


The three hundred porters, vanmen, and hotel staff of Euston 
station could not have chosen a more unfortunate time or a worse 
case upon which to stage an unofficial strike. The cause of their 
grievance was that one of their branch officials was left by a new 
schedule, agreed between the Railway Executive and the National 
Union of Railwaymen, with too little time to conduct his union 
activities. The men, aggrieved that their chosen representatives 
should have to drive a van as well as represent their interests, 
began a strike on December 6th which for a time disorganised 
the delivery of Christmas mail and parcels. The union expressed 
no sympathy whatsoever with the strike and suspended the men 
from any union benefits and their branch officials from office. 
The Railway Executive, their employer, after considerable efforts 
at conciliation, sacked the strikers on December 14th. The 
strikers, with a fine sense of quixctry, have refused all efforts at 
conciliation and have tried to rouse their fellow-workers, whose 
sense of solidarity is somewhat dulled by the approach of Christ- 
mas, to joint action, 

At the same time but for quite different reasons, London’s bus 
ivers and conductors are threatening that after the New Year 
will not work on Saturday afternoons without extra pay. 
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Transport workers are in a way unfortunate. The slow economic’ 
attrition which results from industrial disputes in basic industries 
is reflected only in statistics of costs and output, and affects the 
general public through the indirect channel of economic malaise 
and high living costs. But the man whose recalcitrance or irre+ 
sponsibility condemns the Christmas turkeys to rot upon the. 
platforms of Euston, or who leaves the Saturday afternoon foot-- 
ball crowd stranded for lack of buses, earns the direct and bitter 
condemnation of society, although the harm that he has inflicted. 
upon the national wellbeing may be possibly less than that 
caused by the skrimshanking miner. 

But it raises the question once again of how the irresponsible 
acts of the workers—condemned alike by trade union, employer 
and public opirion—can be dealt with. The whole theory of 
labour relations has in the past been based on the assumption that 
the unions representing the workers are the natural enemy of 
the enfployers. The problem of the future is how to deal in 
times of full employment with the minority of irresponsible and 
anti-social workers whose actions are harmful to the public and 
to the unions themselves. Ten years ago any socialist or union 
leader would have denied the possibility of such a problem. It 
is now one of the most urgent which they have to solve, and no 
amount of oratory about co-operation will do so. 


* x * 


Russia Foots the Bill 


By granting the Czechoslovak Government a loan of gold 
and “free currency,’ and by agreeing to supply some capital 
equipment under their greatly enlarged trade pact, Russia has 
saved its satellite from an increasingly disastrous position. To an 
extent which cannot be judged, since the amount of the lean is 
kept secret, Moscow has assumed a liability which arose when 
Stalin ordered the Czechs to leave the first Paris conference on 
the Marshall! Plan. 

It became inevitable that Russia would have to give some aid 
to the Czech government when it undertook to increase heavy 
industrial output four-fold in the next five years, for the benefit 
of Russia. Every increase in Czech manufactures means increased 
dependence on imports of raw materials and capital equipment 
from the West. Without Marshall aid or fresh British credits to 
take the place of help from Unrra, these essential imports can only 
be secured to the extent of Czech sales to the West. Burt the 
engineering products which the West would willingly buy from 
Czechoslovakia are for the most part reserved for Russia and the 
Russian sphere, under treaties which account for nearly fifty 
per cent of the Czechs’ foreign trade. High-priced light consumer 
goods do not tempt the British into granting credits or a trade 
treaty to a country which has outraged political opinion ever since 
the Communist coup of last February. In the United States, also, 
there is no willingness to aid the Czech Government, The Czech 
delegate at Uno has bitterly complained that even goods which 
have been paid for have been held up under the: American ‘export 
licence system, in favour of ERP countries. Trade between 
Czechoslovakia and the United States has been falling off rapidly 
lately, although Czech foreign trade in general has considerably 
expanded, and a deficit with both Britain and America remains. 

The Prague Government is therefore faced with a crisis in spite 
of the fact that the overall deficit in its foreign trade has been 
reduced up to the end of October to 2.3 billion crowns (after 
balancing in 1947). Moreover, Czechoslovakia’s imternal financial 
position has become rapidly worse since the “ workers’ govern- 
ment ” took over. Inflation has been growing, and the public have 
been taking the usual measures, as far as terrorism allows, to ex- 
press their lack of confidence in the Gottwald crown. Constant 
railing from the leaders have not induced the working classes to 
increase output to the essential extent ; and the announcement this 
week that thousands of administrative employees would be ordered 
into the mines and factories is an admission of the extreme shortage 
of labour and low productivity. 

As an emergency measure, the Czech Government recently 
obtained $6 million from the International Monetary Fund. It 
has also signed a treaty with Bizonia, by which Czecheslovakia 
will earn dollars by selling more than it buys. But the mission 
to Moscow and the Russian loan which has come out of it are 
clear evidence that these palliatives are not enough, 

The price that has been paid for the loan is not known. It will 
certainly not be low. The high level of the Czech mission, and 
its elaborate reception by Stalin and Molotov, point to the 
political importance of the occasion, In all probability the Russo- 


Czech alliance against Germany, which was concluded by the 
Benes Government during the war, will now be tightened to cover 
all possible western foes. 
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M. Queuille’s Budget 


On Monday next the French Prime Minister, M. Queuille, 
will present to a highly critical National Assembly his budget 
for 1949—the first in French history to run into thirteen figures. 
The debate is expected to be long, stormy and, from the Govern- 
ment’s point of view, perilous: M. Queuille will be exposed to 
solid Communist and Gaullist opposition so that quite a small 
group of waverers, representing any particular interest, can, if 
it joins the “ unholy Alliance,” spell the downfall of the Ministry. 

Even if it forgoes the Christmas festivities, the Assembly 
can finish its debate on the budget by the New Year, which has 
been fixed as the “dead line,” only by adopting a novel and 
curious procedure: the deputies will be asked to vote bulk sums 
representing the maximum expenditure and revenue tabled under 
comprehensive headings, and they will then leave the detailed 
analysis of each Ministry’s accounts until next month. 

Hopes of a radical revision of the socially iniquitou$ fiscal 
system, which has vitiated French finances for a generation and 
exacerbated inequality and class antagonism, are once more 
postponed sime die. The fiscal reform tabled: with the budget 
is merely a simplification of certain taxes with no redistribution 
of the burdens. The present government, however, is not 
responsible for the circumstances which impelled: this decision. 
The inflationary pressure inexorably drives them on to higher 
outlay, and higher revenue consequently must take precedence 
over any other consideration. The abolition ef certain sources 
of revenue, before new sources could be effectively tapped, would 
almost inevitably have meant a provisional loss to the Treasury— 
a prospect -which the “trillion ” budget self orecludes. A ten 
per cent rise in all taxes and an exceptional twenty per cent 
increase in the production tax are justified exclusively by dire 
necessity and in no way whatever by social equity. 

The device of separating “ordinary” from “ extraordinary ” 
expenditure, an inadequate fig leaf to conceal the real deficit, 
is tO be maintained, although more items are to come under 
the first heading. In spite of this shift, France is still living 
beyond its income, as M. Monnet has warned the Government 
in presenting his report on the development of his plan for the 
first half of 1948. ‘The items in the extraordinary budget, which 
are mainly made up of investments in basic industries and recon- 
struction, will be covered by withdrawing money from the franc 
counterpart funds set up under Marshall Aid and to a much 
lesser extent by a public loan, As long as the French internal 
javestment programme rests on month-to-month decisions made 
by the officials of ECA to release the counterpart funds, the 
Americans retain the virtual power to decide who shall govern 
France. It is an immense political responsibility whose exercise 


will require the maximum sagacity and restraint in the coming 
months. 


* *x * 


The Oracle Speaks in Shanghai 


While Washington has been giving a distinctly frosty re- 
ception to the wife of China’s President secking increased 
American aid for her husband’s failing cause, Mr Hoffman, the 
head of the ECA, has visited Shanghai, and has given China and 
the world what at first appeared to be a declaration of American 
policy in the new situation brought about by the Chinese Com- 
munist victories. At a press conference held a few hours after 
an interview with the stop-gap Prime Minister, Dr Sun Fo, Mr 
Hoffman said that the American aid now being given to China 
would still be available to a coalition government if it represented 
“all the Chinese people” and preserved freedom of religion and 
of the press, but added that “if the coalition was obviously com- 
pletely Communistic, the chances are that our Government would 
not be in fayour of continuing such support.” 

This statement seemed to be an American bid for a coalition 
of all important Chinese parties and groups, including the Com- 
munists, as a solution for ending the Chinese civil war and as 
an alternative to continued or increased aid for Chiang Kai-shek’s 
régime. But at once the State Department in Washirgton issued 
a denial that Mr Hoffman’s remarks represented American policy ; 
he was stated to have been speaking off.the record. That a man 
in his position should thus speak off the record to a press con- 
ference in a foreign country at the crisis of a civil war would 
indicate an almost inconceivable levity and irresponsibility, and 
it seems more likely that the United States Government is, as has 
been reported, torn between rival policies, and has been unable 
to reach a definite decision. The Defence Secretary, supported 
by General Wedemeyer, who_was President Chiang Kai-shek’s 
military adviser in the last stage of the war against Japan, is said 
to have favoured increased aid to the Nanking régime, but 10 
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have been opposed by Mr Marshall, partly because of his low 
opinion of the régime, and partly because of his fear of weakening 
American policy in Europe by a diversion of funds which are 
by no means unlimited. President Truman has doubtless had 
great difficulty in making up his mind what to do, and the line of 
least resistance is to wait and see, hedging bets as far as possible. 
Mr Hoffman’s statement, even though repudiated officially in 
Washington, must have had the effect in China of further weaken. 
ing the anti-Communist cause by giving currency to the idea 
that America is ready to accept and give economic aid to a coali- 
tion Government, including the victorious Communists, on the 
understanding, of course, that it represents (for the ume being) 
“all the Chinese people.” 


* * * 


Japan Looks On 


The dramatic course of events in China cannot fail to have 
its echoes in Japan, and General MacArthur is reported to have 
expressed his concern in a message to his Government about the 
encouragement and added prestige given to the Japanese Com. 
munists by the victories of their fellow-believers on the other 
side of the Yellow Sea. Nothing succeeds like success, and a 
power which, in defiance of American intervention, has already 
won so much of the mainland recently dominated by Japan will 
have a strong appeal, not only to the discontented clemenis of 
Japanese society but also to ali those in Japan who dream of an 
anti-American révanche. The anti-American propaganda of the 
Chinese Communists is often almost word for word the same 
as that poured forth by the Japanese radio during the Pacific 
war, and Japanese minds long conditioned to think of the United 
States as the imperialist invader of East Asia, using Chiang 
Kai-shek as its puppet, are fertile soil for the new gospel. 

On the other side, Japanese who are hostile to Communism 
can also derive much satisfaction from current events on the 
mainland, for they foresee that a Communist domination of China, 
leading to an international alignment of China in the Russian 
bloc, will compel America to rely more and more on Japan as 
the pivot of its Asiatic policy. In Europe there are Britain and 
France to build up Western Union, and American policy does net 
need to depend on Germany as the only barrier between Moscow 
and the Atlantic ; but in the Far East, if China passes into the 
Russian orbit, Japan is the only possible counterweight. The 
Japanese will no doubt exploit this situation to the full to obtain 
from America more copious economic assistance and later on 
perhaps also permission to create a new Japanese army. 

Even so, the situation is not without its disadvantages for Japan, 
for the economic bonds between Japan and its natural markets 
and sources of supply on the Chinese mainland are being still 
further loosened by the Communist conquests. Even at a lew 


level, Japan’s heavy industry is threatened with great difficulties . 


for lack of the coking coal and iron ore which under conditions 
of normal economic exchange would be available from Manchuria 
and north China. It remains to be seen whether a cessation of 
civil war in China will be followed by any revival of foreign 
trade ; to judge from the economic policy of north Korea, far 
eastern Communists aim at an economy quite as insulated as 
that of eastern Europe. 


* * * 
The Nation’s Food 


Last autumn the people of this country were seriously 
worried about their food supplies. In the interval between the 
breaking of the dollar crisis in the summer of 1947 and the 
arrival of Marshall Aid, there were general expectations of a big 
cut in rations, and when these did not happen and, instead, there 
seemed to be a gradual improvement in supplies, leading to the 
end of bread rationing and of potato rationing, the public were 
lulled into the belief that their food was assured—at least until 
1952. ° 

Parliamentary discussions of food have reflected this relief 
of public anxiety. They are now far more concerned with minor 
administrative matters and the details of rationing than with the 
big question: what will happen to Britain’s food when Marshall 


Aid comes to an end? This week’s debate was no extcption., 


The Opposition criticised the Ministry of Food over its ineptitude 


in the buying of food ;the Labour’ backbefichers ere more con= 


cerned with the cost of food to the consumer; and both the 
Minister and the Parliamentary Secretary were content <o answer 
these criticisms rather than to discuss food supplies in relauon 
to Marshall Aid. Dr Summerskill did, it is. tue, give a brief 
survey of the rations it is hoped to maintain during the. ng 


year. (Her account of the negotiations with Argentina over meat 
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is discussed on page 1032.) But even in this limited context, food 
subsidies were barely mentioned, and then only to enable Mr 
Strachey to say that they reduce the cost of living to a family 
of four by 14s. 6d. a week—a most dishonest way of regarding 
the burden of nearly £500 million a year that they place on the 
national exchequer, Yet the debate was the main business of the 
House of Commons on that day, It was surely incumbent on both 
the Government and members to make it an opportunity for dis- 
cussing questions of policy, 


* * * 


Newfoundland 


The agreement signed last Saturday in Ottawa between the 
Canadian Government and the representatives of Newfoundland 
is the first step towards the incorporation of Newfoundland as the 
tenth Province of the Dominion, which is due to take place 
next March. The terms of the agreement are generous to New- 
foundland. Newfoundland will be represented at Ottawa by six 
senators and seven members of parliament, and its legislature— 
dormant since 1933—will be revived as a Provincial Parliament. 
The federal government will assume Newfoundland’s sterling 
debt, but its interna] budget surplus will be retained with certain 
reservations under provincial control. The province will receive 
annua! subsidies totalling about two and a half million dollars, 
and if it wishes may compound its right to levy provincial 
taxation in certain fields in return for a federal grant, on the 
lines of contracts already in’ operation with the less wealthy 
Canadian provinces. In addition, for a period of twelve years 
Newfoundland will receive special grants totalling nearly 
$43 million. The position of Newfoundland’s internal finances 
will be reviewed by a special commission in eight years’ time. 


Although Newfoundland’s accession to Canada will greatly 
improve the latter’s strategic position in the North Atlantic, 
Canadians are under few allusions as to the nature of the financial 
obligations which it will involve. Canada’s major problem of 
how to finance its European trade, or alternatively how to re- 
orientate its economy so as to compensate for the loss of such 
trade, will be accentuated by the inclusion of the Newfoundland 
fishing industry. The burden of raising the inadequate social 
services of Newfoundland to the Canadian level will fall primarily 
on the taxpayers of Upper Canada. Only if the iron ore deposits 
of Labrador achieve and surpass the expectations of their pre- 
liminary survey will the province of Newfoundland become a 
viable unit and a net contributor to the economic strength of 
Canada. But on balance there is a feeling that Canada is where 
Newfoundland belongs, and although the smallness of the 
majority in favour of confederation in the Newfoundland plebis- 
cite caused Ottawa to be very cautious, it was agreed that if the 
opportunity was not taken now it would never recur. 


In spite of the protests of the minority—some of which are 
legitimate but most of which are factious—against the method by 
which confederation has been brought about, Newfoundland will 
gain substantially from confederation. Now that its brief war- 
time prosperity has passed, there is no doubt that it is not a 
strong economic unit to support complete autonomy and the 
assistance which the United Kingdom could give would be very 
limited. The merchant class, who have grown prosperous behind 
a stiff local tariff, may suffer an uncomfortable diminution in 
profits and prestige, but the fishing population, whose standard 
of living must be the lowest of any white community in the 
British Commonwealth; should gain enormously from absorption 
into a larger and more stable country, which is motivated by a 
more liberal view of society than that-obtaining in. St. John’s. 


* * * 


Central American Explosions 


Pacifists in CostasRica have had an unpleasant reminder that 
unilateral disarmament is a dangerous policy. Eleven days after 
dissolving its army Costa Rica was invaded from Nicaragua. ast 
Saturday by opponents of the present provisional government. 
Fortunately, Colonel. Figueres, the provisional president, had 
retained a standing police force of 1,000 officers and men. ‘There 
are also about 7oo Resguardos, or armed coastal guards, who, 
together with the many volunteers who have offered their services, 
should form at least as large a force as the invaders. 


The macabre humour with which the world has greeted Costa 
Rica’s discomfiture has tended to conceal the dangers inyolved. 
Costa Rica itself has appealed to the signatories of the Rio Pact 
of Pan-American Defence, which includes the United Siates and 
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which was ratified last month, for help to repel the invaders ; 
Guatemala has announced its willingness to attack Nicaragua ; and 
unconfirmed reports say Mexican Communists are helping the 
invaders. There is therefore some danger that the whole of 


Central America will be up in arms unless steps are taken quickly 
to restore order. 


The Nicaraguan Government has denied any part in the 
invasion. It claims that the invaders are being led by the former 
president of Costa Rica, Calderon Guardia. He was defeated in 
the presidential elections last March by Dr Ulate but had to be 
forcefully removed from office by Colonel Figueres, Dr Ulate’s 
chief supporter. Since then, Colonel Figueres has been ruling the 
country as provisional president with the intention of restoring 
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order so that new elections could be held. Elections for a con- 
stituent assembly were in fact held on December 8th, three days 
before the invasion. The votes gave Dr Ulate and Colonel Figueres 
33 out of the 45 seats and, to outside observers, the invasion 
followed as a direct result of these figures. 


The situation in Central America is immensely complicated, 
Besides the immediate antagonists, there has been trouble between 
the Dominion Republic and Cuba ; last Tuesday, a revolution in 
Panama deposed the government ; and Britain, too, is involved in 
the clash between Guatemala and British Honduras. The whole 
is linked together with a patchwork of treaties and military 
alliances so that events in any one country are liable to have 
repercussions throughout Central America. 


* * * 


Sulky Boycott ? 


The Israeli request to the Security Council that the new 
Jewish: state should be admitted to the United Nations raises 
two issues for Britain—whether to support or reject the request 
in the Security Council and further, whether to go forward to 
any sort of recognition of Israel on its own account. The United 
Nations issue is relatively straightforward. Until a state has fixed 
frontiers and a stable legislature, it.is hardly ready for inclusion 
in an assembly of sovereign nations, particularly since some of 
the frontiers it possesses today have only recently been acquired by 
force. Moreover, a United Nations conciliation mission is about 
to start work in an atmosphere already poisoned by the Arabs’ 
frenzied hatred of an Israeli state; there are therefore strong 
reasons for delaying full international recognition of that state so 
long as any hope of a peaceful settlement lingers on. 


The dilemma before Britain is more delicate. On the one 
hand, it is as necessary for the British as for the Arabs to come 
to terms with the idea c7 an Israeli state, and to come to terms 
with it in such a way as to preserve all the links of friendship 
which ought to unite the Jewish community to the nation which 
first sponsored it and under whose gis alone it was able to grow 
up. If the Government’s policy towards. Israel is really no more 
than what Mr Churchill calls a “sulky boycott,” the attitude has 
neither good sense nor self-interest to recommend it. But the 
problem of Israel cannot be isolated from that of the Middle Ea: 
as a whole and at a time when Britain may well ‘be the onl 
‘Power able to coax, prod and lure the Arabs along the path of 
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reason, a recognition of Israel that would instantly put an end to 
British influence in every Arab capital and would not serve the 
cause of general pacification. 

Is there then nothing that Britain can do to mend its relations 
with Israel while maintaining what weight it can with the Arab 
world ? The case seems to call for some sort of exchange of 
envoys which, while perhaps not strictly amounting to a de facto 
recognition, would pave the way to it and re-establish contacts 
which have been temporarily and rudely broken off. Mr Mayhew 
has assured the House of Commons that the Government is seek- 
ing ways and means of re-establishing closer relations. It is to 
be hoped that some satisfactory if informal arrangement can 
speedily be worked out. 


Electoral Farce in Spain 


Spain has now held its first “ popular elections ” since 1936 
when the victory of the Left precipitated General Franco’s revolt 
a few months later. The present municipal-elections have taken 
place in three stages. On November 21st about a third of the 
municipal councillors were elected by heads of families, or other 
adults who had been legally declared to be domestically and 
economically independent. On November 28th another third 
were elected by the officers of the syndicates—provincial bodies 
uniting management and labour—and on December 5th the 
councillors already elected chose the remaining third from 
lists submitted by provincial civil governors. ‘Thus, proclaims 
the Spanish press, General Franco has fulfilled his promise to 
found the Spanish state on “the tworbasic institutions of the 
municipality and the syndicate.” 

In fact, he has carried out one more measure designed to cover 
up his dictatorship with some sort of decent constitutional cloak. 
In this, it resembles the referendum held in July, 1947, which 
determined the so-called “Law of Succession” and established 
the basis for the Council of the Republic set up last February. 
The performance which was staged in every municipality in 
Spain was called an election, but neither the Spanish people them- 
selves nor any outside observer in the west can be expected to 
regard it as anything but unconvincing make-believe. Al] the 


chief ingredients of an election in the western sense were missing. 


There was no freedom of the press or of assembly. There were no 
electoral campaigns and these would, in any case, have been 
superfluous since only one party, the Falange, was allowed to 
participate, and since all candidates, whether they belonged to the 
Falange Party or to some other group, called “the opposition ” 











From The Economist of 1848 


December 16, 1848. 

Considering the election of Louis Napoleon as the conse- 
quence of the veneration of the French for the Emperor, it 
is honourable both to their-gratitude and to their character. 
If Napoleon were the idol of a mere vain love of war and 
glory, the election of his namesake might be deeply regretted 
and Europe might at once have reason for alarm; but on 
the French he has far more powerful claims for love and 
respect. For all Europe it must be consolatory to reflect 
that he was idolised as the emblem of order after a bloody 
and anarchical revolution. He was associated in the 
minds of the bulk of the French with personal security, 
internal peace, and great material prosperity as well as 
with foreign conquests. Had his reign been as disastrous 
to France as to the rest of Europe, his.glory would not have 
fed them, and it would have been as unpopular as it was 
popular till its very close. If this be an approximation to 
their feelings, the new President is to be considered much 
more a representative of their enduring love of order, of 
their demand for internal peace and material prosperity, 
than as a representative of a love of conquest and war. So 

i to. be considered in Paris, It has at 
once restored great confidence am the commercial and 
monied classes ; and so we hope it be found for Europe 

the world. If the predominant sentiment be derived 
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courtesy, had to be officially proclaimed and nominated in the 

ial lists. In some districts even the need to vote was 
eliminated by nominating only as many candidates as there were 
seats. The only way open to the Spaniards to express their 
disapproval was to cast blank ballot papers, which does in fact 
seem to have been done to a considerable extent. 

In view of the underlying disillusionment of the Spanish people 
with the Franco regime, it would perhaps be too much to expect 
General Franco to hold free elections, but he is surely mistaken 
if he thinks the recent sorry farce will improve his eligibility for 
membership of the United Nations or for Marshall aid. On 
the injernal front he may consider his huge army and police force, 
as well as the disunity and weakness of his opponents, as sufficient 
props and safeguards for his regime. But he should also remem- 
ber that the best-organised and most forceful of his opponents— 
the Communists—thrive on such travesties of democracy as he 
has just perpetrated. Moreover, by calling attention to his sorry 
regime, he undermines the case of those abroad who, like Mr 
Churchill, would like to bring him back into the community of 
nations. 


*x * * 


No Turkeys 


Present indications are that few law-abiding citizens ate going 
to carve a turkey this Christmas. The total available, theoretically, 
is estimated at only § per cent or so less than last year, but the fall 
in supplies to the shops is of quite different, indeed catastrophic, 
dimensions. The trouble is that the estimated total supply of 
some 10,500 tons of turkeys consists, this year, of many fewer 
imported birds, whose mumbers were further thinned when 1,809 
Turkish turkeys fell over a cliff on their way to England. These 
are distributed, from start to finish, through channels controlled 
by the Ministry of Food—but the home product, of which more 
will be available, has its distribution controlled by nothing except 
the price tag. The black market, confronted with this promising 
expansion of its field of operations, has gone into action with 
characteristic energy. Just how many home-raised birds melt 
away in local retail sales, how many are sold at illegal prices by 
the farmer, how many by purchasers who have themselves bought 
at the legal prices, how many by outright thieves and fences, is 
naturally not known—least of all by the authorities. What is 
certain is that the blameless residue will go a very short way 10 
meet the public demand. 

The situation supplies a perfect example of the paradox of 
partial control. There may be objections, both economic and 
political, to the complete canalisation of any particular trade 
through officially determined stages. It is apt to be clumsy, 
administratively expensive, and wasteful. But it does at least 
athieve its immediate aim of getting the product from the pro- 
ducer to the general public in quantities, and at prices, bearing 
some relation to the ideal of “fair shares ”—an ideal which has 
its merits as well as its absurdities. To impose maximum prices 
en goods otherwise uncontrolled is to get the worst of both 
worlds, ensuring that those goods shall go elsewhere than to their 
intended destination. The maximum price on turkeys (though 
partly calculated as an encouragement to egg-production 
rather than the rearing of table birds) is presumably intended 
to keep turkeys within the reach of the ordinary consumer. 
In fact, it removes them from his scheme of things far 
more effectively than a free price would do, since it debars him 
from competition with the knowledgeably dishonest. The turkey- 
eaters this Christmas will not be those who have thriftily contri- 
buted to a turkey club or energetically earned a couple cf pounds 
by overtime and odd jobs. They will be the well-fed frequenters 
of hotels and restaurants. The wheel has, in this instance, as in 8© 
many others, come full circle; the high moral objection 10 
allowing money to buy money’s worth has penalised all but the 
longest purses. ' 


* * * 


Corrigenda 


A note in The Economist of December 11th commented upon 
a new publication of the Fabian Society “More Socialisation— 
or Less?” This pamphlet will not in fact be available until 
Hess 3, 1949, when it will be published by Fabian Publication, 
imited, price sixpence. 
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20,000,000 
more mouths to feed 
each year 





While man multiplies his race by 20,000,000 people a 
year, the world rumbles on to disaster. Mass starva- 
tion and world sttife are constant threats unless 
enough food is produced to feed today’s and tomor- 
row’s hungry millions, 

Until man can repair the damage of soil erosion, and 
the antiquated production methods of the majority of 
the world’s farmers are modernised, every acre of still 
arable land must be made to yield up more food than 
ever before. ‘The “Ferguson System” of complete farm 
mechanisation can play a constructive part in this 
world-wide objective. 


The “ Ferguson System” co-ordinates the action of 
“Ferguson” tractor-implement units. It gives more 
traction without built-in weight that packs the soil. 
It gives finger-tip and automatic hydraulic depth con- 
trol of implements carried by tractor. Its versatility 
and manceuvrability enable farmers to produce more 
food at less cost from every available acre. 

* Every week, for Harry Ferguson Ltd., more than 
1,000 “ Ferguson” tractors are manufactured by The 
Standard Motor Co. Ltd., and more than 5,000 
“ Ferguson” implements by foremost British manu- 
facturers. 
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The fable of the songsters 


A tenor Tabby Cat and a baritone Barnyard Cock 
quarrelled about the sweetness of their respective 
voices, and called upon the rest of the farm to take 
sides. But the horse was too busy ploughing, the 
cows milking, the hens laying, the sheep browsing 
and the farmer mending a waggon wheel. ‘‘ How 
: irresponsible!” said the Cock.” ‘* No sense of 
values,” growled the. Cat. 


From every corner of the world comes the clamour of voices in dispute. 
Without prejudice to any cause, TI. prefer the hum of industry. 
And, since Britain’s very life depends upon production, T.I. ave 
producing . . . precision tubes and bicycles, paints and water heaters, 
locomotive parts, electric cables, bus bodies, traffic signs... a 
great range of fabrication in steel and aluminium alloys for the 
markets of the world. 


TUBE INVESTMENTS LTD. 


The Adelphi, London, W.C.4 





UNDERWOOD SUNDSTRAND 
CLASS ‘D’ ACCOUNTING MACHINE 


An all - purpose, fully automatic 
Accounting machine equipped with 
two cross-computing Registers, eight 
accumulating Registers, and Front- 
Feed Carriage. Maintains accounts in 
perpetual balance, and enables up-to- 
the-minute totals, sub-totals and 
balances to be obtained instantly with- 
out extra work. Ideal for Pay Roll, 
Stores Accounting, Costing, Analysis, 
Public Utility Billing, Municipal 
Accounting, etc, 












that, between them, stipply the answer 
to every problem connected with the 
writing and simultaneous computing of 
= accounting records, pvinemeaes speeds 

() nhac Tes simplicity,and complete mechanical con- 

trol over accuracy. Both machines have 
extreme flexibility of operation and 
quickly pay for themselves in improved 
efficiency and lower costs, 


















UNDERWOOD ELLIOTT FISHER 


ALL ELECTRIC 
ACCOUNTING MACHINE 


For all records that require typing, 
adding, subtracti with simultaneous 
accumulation of individual column totals 
and simultaneous cross-computation of 
one or more balances. All electric oper- 
ation. Standard typewriter keyboard. 
Exclusive Flat-Writing Surface _ 


walled in handling forms 

Sugita aly or WR copies lke” o 
igi o or with co 
Gidlectas in chege snd size. 





UNDERWOOD ELLIOTT FISHER SUNDSTRAND 
M:E°C-B’ASN')‘S°ErD S'¥°S*T Eto 
SALES AND SERVICE EVERYWHERE. 
UNDERWOOD ELLIOTT FISHER LIMITED, 18/19 Pall Mall, London, 5.W.1. Tel: ABBey 1011 
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Letters. to 


West Indian Unemployment 


Sirn,—May I be permitted to comment on the criticism on 
page 830 of The Economist of November 2oth of the Report of 
the Settlement Commission to British Guiana and to British 
Honduras [Cmd. 7533], of which ] was a member? 

While it is reckoned that enly 25,000 workers could be em- 
ployed in the industries, almost all of them agricultural, recom- 
mended in the report and that they and their families would 
number about 100,000 people, sight must not be lost of the fact 
that an equal number at least could be employed in secondary 
wavs. For example, the census of 1943 shows that Jamaica had 
then a population of 1,237,000, of whom 505,100 were gainfully 
employed. Of these 221,400 were engaged in agriculture and 
S9,200 in manufacturing. industries and the remaining 224,500 
made a living in various secondary ways and supported their 
dependants among the 731,900 not gainfully employed. Again, 
Barbados has a population of 193,000, of whom only 26,148 
are employed in its single agricultural industry, the sugar industry, 
and 1,473 in manufaciuring industries. Yet the remaining 166,693 
make a living in various secondary ways. Moreover, besides the 
industries recommended, which could employ 25,000 workers, the 
Commission also recommended making certain geological and 
hydro-electric surveys and experiments with crops not at present 
grown in the two colonies investigated, which, if successful, might 
make it possible to develop other industries, and employ more 
people with their complement of secondary workers. 

The estimated cost of carrying out the Commission’s recom- 
mendations is a minimum of £14 million and a maximum of 
{22 million. Your comment on this, that “it is much more 
doubtful whether Britain in the foreseeable future could carry 
out this new overseas investment,” is astonishing. Britain has 
no difficulty, even in peacetime, in furnishing fantastic sums for 
armaments, which use up steel also needed for tractors and 
other implements. Moreover, it is not suggested that the capital 
required should be a gift, but investment capital. The investing 
public has recently shown not only its capacity but its enthusiasm 
for colonial investments. A loan of £3,000,000 for Trinidad was 
over-subscribed 27-fold and one of £5,000,000 for Southern 
Rhodesia 14-fold and an issue by private enterprise was also 
over-subscribed. 

The number of registered unemployed in Jamaica would be 
equivalent to 2,500,000 unemployed in the United Kingdom, 
and there is no “dole” in Jamaica. Throughout this year 
there have been disturbances in the West Indies, from Jamaica 
to British Guiana, a warning of the unrest existing. Will it be 
allowed to go unheeded, as in 1938, until it flares up into 
rebellion ?—Yours faithfully, 

C. W. W. GREENIDGE 


Denison House, Vauxhall Bridge Road, London, S.W.1 


[No criticism of the Commission was intended ; in fact, we expressly 
commended its cautious approach to its task, which was in refreshing 
contrast to the wildly optimistic views on colonial development and 
seitiement often put forward. As for the question whether Britain 
can “ afford” this new overseas investment, we were, of course, refer- 
ring to the physical outlay represented by this £14 million to £22 million. 
It is becoming abundantly clear that Britain today ~~ to papers 

riorities and selection in its overseas investment in the interests o 
tts balance of payments, and it is doubtful whether the Commission’s 
schemes should have a very high place.—EpiTor.] 


Teething Troubles 


Sir—You surely condone the major fallacy when you say 
“the dentists” . . . attractive pay was immediately cut as soon as 
it looked like becoming too expensive for the taxpayer” (my 
italics). No industrialist would fall into this error. The problem 
to him is an everyday one. : 

When the rate fixer fixes a “soft "rate and the operator races 
away to earn double time or over, the employer fealises that 
particular job is costing more than ‘it should. It is unimportant 
to him that the operator may be earning more than the foreman ; 
it may seem. important to the foreman. 

In general the employer has to stick to his contract unless an 
opportunity occurs for» amicable 


putting a ceiling on the earnings of the operator.” That is not 


adjustment. of the rate or — 
.method, Even a shortsighted employer would not dream of 


saving cost at all but merely limiting output. Mr Bevan — 
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the Editor 


is therefore inviting the efficient dentist to take it easy and play 
more golf. He is not reducing the cost of pulling teeth, but 
merely lengthening the queuc—yYours faithfully, 


D. W. Morpry 
Chatwin, Wilderness Road, Chislehurst, Kent 


Entente Cordiale ? 


Sir,—Articles by “Your Corréspondent in...” generally 
end in a laudatory note about the country concerned. This 
current journalistic etiquette is not in line with “ diagnosis with- 
out pious lies” which has put your paper in a class of its own, 
France’s somewhat baffling recovery is of its own peculiar brand 
of muddling through and we might continue tolerably well, in 
Spite of our vacillating governments, unintelligent controls and 
general frivolity, if the context was quiet and neutral. But in 
the insidious Russian century in which we live, nothing is neutral 
and our parochial way of aspiring towards some tranquil backwater 
of history with a Louis XV facade, is as unrealistic as Swiss 
neutrality or Swedish fence-straddling. 

The assumption of your correspondent that we will fight in a 
new war is misleading. The weekly Carrefour published last 
month scores of answers by prominent Frenchmen from all classes 
and professions, to the query: “What would you do if the Red 
Army invaded France.” These answers made instructive reading. 
Alas Sir, we won’t fight, don’t make any mistake about it. The 
charming Italians won't fight either (not that it would make a 
great difference). The Belgians won’t fight, and the Germans 
look as if they were fed up with Kriegspiel for a generation. 

So why not be honest about it. Why pour millions of pounds 
and dollars for creating a handful of divisions which at best 
would be sacrificed in a futile and short-lived delaying action, and 
which would nor have the country behind them. Don’t squander 
your and America’s resources on groggy partners with cold feet, 
with lip service and no performance. Concentrate in the US 
and the Empire. Hold the Russians by remote control, if you 
can. But don’t count on us. And if you want us to put on a 
stern fagade and help you in this dangerous—and possibly 
decisive—phase of the cold war, then stop visualising continental 
politics as variations of the British Labour Party. 

Politically and as an antidote to the Communist termite, the 
choice between Right and Left has to be made now. Unpalatable 
as Charles of Arc may be, he is the logical, inescapable and urgent 
solution. So is Franco. 

All this is hardly pleasant but it is time that Britain, the stil] 
healthy leader of the aging West European Group, should return 
to its great tradition of politica! realism. My only excuse for 
this blunt and, by blimpian standards, unpatriotic language is that 
I am an obscure Frenchman with no axe to grind.—Yours faith- 
fully, GEORGES ARCHAMBAUD 

54 Rue Pierre Charron, Paris 


Exchange Control 


Sir,—The questioning of Sir Stafford Cripps in the Commons 
on November 30th regarding large sums of foreign exchange 
released for the benefit of French miners and other so-called 
charities seems a most opportune moment to call attention to 
the very different kind of treatment meted out to thousands of 
wretched holders of blocked sterling accounts, 

My own painful experience of the ruthless methods of the 
British Exchange Control in applying the rule of “ no exceptions” 
does not bear out the affirmation of the Chancellor that every 
application for foreign exchange is considered “on its merits.” 

Does the man in the street in England realise that there are 
thousands of pecople—the majority of them British and 
Canadians—who hold bank accounts in England or other property 
which they are forcibly prevented from disposing of ; that they 
cannot draw a cheque without a Bank of England permit, or spend 
the money in the sterling area on purchases, or come to live | 
the sterling area till these funds are used up, or invest the money 
to the best advantage in order to eke out a living from it? — 

It is very handsome of HM Treasury to use up precious 
foreign exchange in largesse to the French miners ; now that Sit 
Stafford Cripps has ruled that every case is to be considered ¢ 
its merits, we holders of blocked sterling accounts will be grate- 
by for his charity, but for a square deal.—Yours faithfully, 

‘embroke, Bermuda H. Louis CARTER 
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“FROM 3rd JANUARY 


YOU 
CAN GET 





EVERY DAY 


Place an order with your usual bookstall or news- 

agent. The Times is the authoritative, accurate 

daily newspaper to which all classes of thoughtful 
people instinctively turn. 


*Whate’er he gives, 


he gives the best” 


DR. JOHNSON 


Draw no bow at a venture this Christmastide ; 
give the Gift Appropriate .. . La Tropical de 


Luxe Cigars. 













Famous over 70 years for their 
exquisite mildness and 
flavour, these finest 
Jamaican cigars will 

say ‘Happy 
\ Christmas’ again 
and again to 


really want 
to please. 
Obtainable in all 


Imported solely .by. Lambert, .&. Butler. of Drury Lane, 
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‘¢ Here’s another reason 


why I put my trust 
in B.O.A.C.”’ 


)» I jumped at the chance when I was 

/ invited to watch B.O.A.C.’s mainte- 
nance engineers at work. And what 
I saw amazed me . Their skill, 
precision and teamwork are incredible. 
Nothing is left to chance, nothing escapes their scrutiny. 
Every smallest detail of every Speedbird’s engines, and 
of all the other equipment, is checked, rechecked, super- 
vised and inspected. 





Yes, I say in all sincerity, no doting mother ever gave 
her child more loving care or undivided attention than 
these experienced technicians give B.O.A.C.’s great fleet 
of Speedbirds. Each aircraft, for example, is inspected 
daily by a qualified engineer. When he is satisfied that 
°> perfect in all respects, he certifies in writing 
that it is ready to fly. So rigid is this inspection routine, 
that each certificate must be renewed every 24 hours, 
even if the aircraft has not flown since ‘the last certificate 
was issued ! 

B.O.A.C. developed this unvarying system of aircraft checks 
and cross checks during 30 consecutive years of flying expeti- 
ence. And the same maintenance proce-_ 
dure prevails for a Speedbird flying between 72 
Singapore and Sydney as for a Speedbird ~_\e 
in. the transatlantic service. This is one “ 
reason why I put my trust in B,O.A.C, 


it is 100 






GREAT BRITAIN + USA + CANADA * MIDDLE EAST + WEST AFRICA 
EAST AFRICA + SOUTH AFRICA « PAKISTAN « INDIA «+ CEYLON - AUSTRALIA 
NEW ZEALAND + FAR EAST * JAPAN 





B.0.A.C. TAKES GOOD CARE OF YOU 


FLY’ BO-A-C 


BRITISH OVERSEAS AIRWAYS CORPORATION WITH QANTAS EMPIRE AIRWAYS, 
SOUTH AFRICAN AIRWAYS AND TASMAN. EMPIRE. AIRWAYS LIMITED 
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AMERICAN SURVEY 





The China Cult 


(From Our US 


HE enlightened self-interest which is supposed to be the 

basis of American foreign policy is tempered, according to 
the area in which it operates, by certain popular beliefs and 
prejudices. Where Europe is concerned, there has existed, until 
the last two years, a fear that the greater experience and cunning 
of European diplomats would always prevail against the simpler 
and more honest methods of American negotiators. In a hundred 
years of American policy towards China the tempering agency 
has been sentimentality. It is as hard for a foreigner to under- 
stand the American ability to forgive Chinese peccadilloes as 
it is for the rest of the world to understand the continuing 
British preoccupation with the Arab countries in the face of 
insults and betrayals. The American equivalents of such exotica 
as T. E, Lawrence or Glubb Pasha are the flying General 
Chennault and a small band of missionaries or sons of mission- 
aries. In the second group Representative Walter Judd, a 
former missionary, and Mr Henry Luce, born in China of 
missionary parents, preach the interests of China regardless 
of the merits of the regime in power. 

If, as now seems apparent, Mr Marshall has lost hope that 
the present Chinese Government can govern and President 
Truman has lost patience, it does not follow that the American 
people have lost either. Should a new alternative to the 
Generalissimo appear, or Russia’s ambitions cover themselves 
with even the thinnest veil, the present coolness would dis- 
appear, the long wait for Chinese rehabilitation would be 
resumed, and America would again pick up the bills and pay 
for the waiting time. 

The illusion, after so many disappointments, that rehabilita- 
tion is still possible is compounded of many factors. From 1784, 
when a small merchantman bearing the grandiose name Empress 
of China slipped out cf New York Harbour with a cargo for 
Canton, to last June, when the wheat ships sailed, American 
interest in China has been far greater than cold reason can 
measure. An early desire to beat England at her own game, the 
memory of clipper ship records, the missionary spirit, the busi- 
nessman’s dream of winning four hundred and fifty million 
customers, a sense of national virtue dating from the Boxer 
Rebellion—all these play their part. To them should be added 
the perennial American belief that any people who admire the 
American form of government should be helped to emulate it. 
Chiang Kai-shek ewes more to Sun Yat-sen than it is convenient 
to admit, Writers from Bret Harte to Pearl Buck have done 
their share in giving China a good press in the United States. A 
flood of admuration for Chinese. patience, Chinese courage, 
Chinese endurance stands ready to be turned on at will by 
almost any ambassador. That it should be withheld from 
Madame Chiang .Kai-shek at this juncture, remembering its 
sticky abundance on her former trip, is the surest measure of 
China’s present, plight. 


The China cult still draws colour from the days when the 
captains of Clipper ships Set.up‘fecords for the China fun from 
Salem or San Francisco that only the airplane can make 
seem slow. China was then a mine of varied riches which could 
be bought cheap and sold dear. A single run brought huge 
profits, and left a sediment of silk, teak and ivory in American 
seaport towns that still plays its part in handing on the tradition. 
The “Opium War” between China and England enlisted 
American sympathy on the Chinese side. The importation into 
California of “Chinese cheap labour” to help build the 
western railroads, and the appearance of Chinese gold hunters 


Editorial Staff) 


in mining towns added economic bitterness, and the Chinese 
Exclusion Act a slight tinge of guilt, to the romantic brew, 
Charity and religion went into it, spread by missionaries who 
reached deep into prairie towns and mountain villages for the 
barrels of clothes and boxes of hoarded pennies with which 
Chinese heathen were to be clothed, fed and converted. Little 
beys fingered souvenir opium pipes, little girls shivered at tales 
of bound feet.and drowned girl babies. 

The Boxer Rebellion, which followed hard on the famoys 
policy of the “Open Door,” crystallised this complex of atti- 
tudes into its present form. There, for the first time, American 
troops on foreign soil measured their behaviour against that of 
European allies ; they emerged with admiration for the Chinege 
enemy. When an indemnity was levied on China for having 
failed to keep her rebels in hand, the United States remitted 
$18 million out of its $25 million share, on condition that the 
money be used to send Chinese students to American schools 
and colleges. They are still coming. Like many a benevolent 
relative, Uncle Sam gave his heart with his shilling, and is to 
this day paying interest on that gesture. 

The “ Open Door ” policy, a phrase still used to describe the 
official attitude towards China, dates from 1899 when John Hay, 
then Secretary of State, brought it into being ‘after vigorous 
British urging. It was, in substance, a demand that the powers 
then staking out spheres of influence in China-declare their 
intention not to interfere with the Treaty Ports and not to 
discriminate in favour of their own nationals. In the words of 
America’s diplomatic historian, Mr Thomas Bailey, the Hay 
communication was “ like asking all persons in a room who were 
not thieves to stand up.” bluff worked, and England 
Russia, Japan, France and Italy were declared by Mr Hay to 
have signed the assurances desired. 

The first American treaty with China (the treaty of Whanghai 
signed in 1844) had given all powers equal precedence before 
the great wall of Chinese isolation ; this second “ Open Door” 
treaty gave them equal rights to enter the doors which the 
existence of Treaty Ports had made in the wall. The Nine- 
Power Treaty signed at the Washington Conference in 1922 
marked the next step—an agreement not to cut any more doors 
in a wall which by this time had been flattened in many places. 
Specifically, the powers agreed to “ respect the sovereignty, the 
independence and the territorial and inistrative integrity of 
China” and to help and encourage the development of stable 
government, and to refrain from ans conditions 
in China to seek special rights and privileges. fourth stage 
—the 1943 treaty—was am agreement to recognise the open 
doors and the flattened walls (not to mention the exhausted 
spheres of influence), by abolishing the principle of extra- 


territoriality. 
* 


Official figures of what the China cult has cost the United 
States in the last decade are incomplete and vary with the 
agency that issues them. An unofficial source estimates that 
the US government has spent $3.6 billion in aid to Chiang 
Kai-shek’s government since the start of the war, Another puts 
the cost to American taxpayers as upwards of $4 billion since 
1937. The most recent grant was 


vas the $463 million authorised 
Congress last April to be~spent for military and economic 
assistance before April, 1949. 


Friends of China never weary of pointing out that 
to expenditures in Europe these sums are small. es 
is worth noting that American investments in China are rather 
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less than one might assume from the heat which they sometimes 

enerate. In 1930, commercial investments were estimated at 
1 97 million while religious, educational and benevolent organi- 
sations valued their properties at about $41 million. In 1943, 
American assets in China reported to the Treasury were valued 
at $122 million; included were $47 million belonging to non- 
profit-making organisations. As for trade, the 1931-35 average 
showed exports to China to the value of $66 million and imports 
to the value of $8,000,000. In 1945, the exports totalled $92 
millien, while imports had fallen to $6,023,000. 

Obviously in casting up any such account the intangible 
factors weigh heavily. When this long tale of friendliness began, 
China was a great power and the United States a very small one 
living more by its wits than by demonstrable strength. Theoreti- 
cally China still ranks as a great power, but the theory is little 
protection against internal disintegration or external pressure. 
The face-saving intent of the 1943 treaty, the repeal of the 
Chinese Exclusion Act two months later, the repeated loans and 
grants have only served to emphasise the reversal of positions 
that has taken place between the two countries. 


* 


The “Open Door” is now in China’s keeping, but there is 
some doubt as to which way it opens. Since Mr Marshall’s 
return from China and the publication of his disillusioned report 
on his months of unsuccessful effort to fulfil the President’s in- 
structions, there has been a determined attempt on the part of 
the Administration to divorce itself from the present Chinese 
government. This attempt would have been successful had not 
the small and determined minority of Sinophiles inside and 
outside Congress forced a programme of aid to China totalling 
$463 million into the Foreign Assistance Act of 1948. This 
programme was not large enough to have much effect on this 
year’s Campaign against the Communists, but it strengthened 
Asia’s belief that American prestige was bound up with that of 
the Chinese government. Chiang Kai-shek’s disaster has 
become partly America’s disaster. 

That this should have happened is unfair to the State Depart- 
ment and to Mr Truman, whose decision that the Kuomintang 
was no longer worth America’s continued support has now been 
justified. The Chinese Ambassador is believed to have proposed 
that $3 billion be given to China in the next three years and 
that an outstanding American military leader should go to China. 
But both the President and Mr Marshall have been firm in their 
refusal to be rushed into further large expenditures of effort 
and seem to have decided to wait until some successor to Chiang 
Kai-shek a . When and if that happens the traditional 
American friendliness will reassert itself. Mr Hoffman, the 
Economic Co-operation Administrator, who has flown to China, 
has suggested that further American aid might be granted to 
a Coalition between the Nationalists and Communists provided 
it did not in fact merely cloak Communist domination, did not 
suppress religious and political freedoms, and fairly represented 
the Chinese people—a tall order and one which the State 
Department considers to be too hypothetical to be worth 
consideration at the’ moment. 

Had the Republicans won the election the present policy would 
have been reversed and China would have become the recipient 
of large grants of military and economic aid. If the recent 
disasters had taken place before November 2nd, Mr Truman 
would have had to weaken in his determination not to try any 
longer to shore up the present regime and would have had to 
make promises to match Mr Dewey’s. As it is, there is no likeli- 
hood of Mr Marshall recommending even token aid to the token 
resistance of the Nationalist forces, He is accused of under- 
mining Chiang Kai-shek’s position by his refusal to promise help. 
In fact, by his silence he is giving him all the help within his 
power, for if all the information available in Washington on the 
exploits of the Nationalist government were published the effect 
would be fatal. By her ill-timed mission (undertaken, it is 
understood, on the advice of Mr William Bullitt) Madame 
Chiang Kai-shek has done her husband no good. The 
melodrama of her flight, followed by the unconcealed frigidity 
of her welcome, have advertised his plight but will do nothing 
to ameliorate it, ~> iv eiieas 


1017 


Malthus Goes West 


[FROM OUR US EDITORIAL STAFF] 


EVERY once in a while a doctrine which has aroused only mild 
Curiosity in older lands takes on the virulence and high excite- 
ment oi a fever when it reaches American shores. So it is with 
neo-Malihusianism which, grafted onto conservationist theories, 
has suddenly produced a rash of three books and an inter- 
American conference. The books* range in tone from an 
apocalyptic tirade calling for the immediate protection of nature 
against the menace of human fertility to a careful volume bent 
on establishing a theory that wars come from a lack of balance 
between farm and factory. 

The neo-Malthusian arguments are familiar enough, but the 
figures used to illustrate them grow more fearsome with every 
presentation. The world which had, in the age of Queen Anne, 
some 400 million people, is now heading rapidly toward its 
third billion. Every day 175,000 babies are born, though many 
of them will starve to death before reaching maturity. India 
alone is increasing her population at the rate of 14,000 per day. 
China, which lost a hundred million through starvation in the 
last century, continues to breed toward a population of 470 
million in 1950 though it has less than half an arable acre on 
which to raise food for each of them. The Russians will have 
200 million in 1950, with arable land enough to feed half that 
number adequately. Will they embark on conquest and migra- 
tion? But where? “There are few areas remaining which 
have not reached the human saturation point,” says the author 
who most clearly prefers nature in the raw to man in any state. 
This ardent beater of the drums of doom finds Britain, with a 
population of 2,500 per arable acre, nearly as badly off as in 
1600. “Unless we are willing to place fifty million British feet 
beneath our dining table we may well see famine once more 
stalking the streets of London.” 

The fight is joined in America between these neo-Malthusians 
on the one hand, and on the other those who have “ an extrava- 
gant faith in scientific agriculture.” |The neo-Malthusians 
include yesterday’s conservationists, who have added to their 
indignation over land erosion and stream pollution the Jong 
vision of demography. Their scorn for economics is equalled 
only by their faith im the virtues of planning for the ecological 
whole. Their opponents, in turn, stake their faith on the 
ingenuity of man with such miracles as soil-less gardening and 
the nutritive values to be found in sea water. They are confi- 
dent that science will solve the final riddle and “ provide a sub- 
stitute for the elemental workings of nature.” 

In the public realm the fight seems more distinguished for 
heat against what has been done than for light on practical 
measures to be undertaken in the near future. The emotion 
which burns in these three books is more than personal. Since 
conservation first became a matter for national slogans under 
that ardent big-game hunter, Theodore Roosevelt, the American 
attitude towards it has suffered from ambivalence. Those who 
spent freely in public, who wasted resources with abandon, 
were not infrequently the ones who kept Benjamin Franklin’s 
thrifty maxims tacked most tightly to their office walls. None 
was more shocked than they-when the New Deal urged 
Americans not to save but to spend their way out of the depres- 
sion of the nineteen-thirties. That the government should, at 
the same time and as part of the same campaign, initiate projects 
for the conservation and reclamation of public resources was 
merely an example of the same ambivalence in reverse: 


* 


Some of the heat which such fission creates has gone into the 
writing of these books and will go into their reading. Thus 
Mr William Vogt, in Road to Survival, makes the admiration 
of Americans for the American past seem almost treasonable. 
Our venerated forefathers, says he, were “one of the most 


* “Road to Survival,” by William Vogt. Wm. Stoan Associates. 
New York; 1948. $4. (To be published shortly in London by 
Victor Gollancz, Ltd. 15s.) “Our Plundered Planet,” by Fairfield 
Osborn. Little, Brown and Co. Boston, 1948. $2.50. “ Plowshares 
Into ana: by Arthur P. Chew. Harper and Bros. New York, 
1948, $3.00. i 
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destructive groups of human beings that ever raped the earth. 
‘They moved into one of the richest treasure houses ever opened 
to man, and in a few decades turned millions of acres of it into 
shambles.” Mr Vogt’s god is Demeter, his devils the steel-axe, 
the, mould-beard plough, the flush toilet and the pregnant 
woman. He would have man study the disastrous road on 
which he is travelling, and act at once to make known to all the 
dilemma caused by rising populations and dwindling resources. 
We must, he says, “stop blaming economic systems, the 
weather, bad luck or callous saints. This is the beginning of 
wisdom, and the first step on the long road back.” The second 
is to limit population and restore resources. Otherwise, “ we 
may as well give up all hope of a continuing civilised life.” 

Mr Fairfield Osborn, president of the New York Zoological 
Society and author of Our Piundered Planet, is milder, more 
philosophic, more hopeful. Though the United States has not 
“even begun to strike a balance in preserving the living assets 
of this country,” yet it has made a start. More has been done 
in the last decade than ever before, and if not enough has been 
done, that is because of the potent and soporific belief “ that 
the marvels of modern technology can solve any of the riddles 
of life.” Mr Arthur Chew, of the Department of Agriculture, is 
also'a Malthusian, but more concerned in his book, Plow- 
shares Into Swords, with establishing the thesis that the cause 
of war is the lack of balance between farms and factories, and 
that peace will only come to stay awhile when that balance is 
restored between, as well as within, the nations. 

As for the conference, it was conducted in Denver by the 
State Department and the Pan-American Union, whose Con- 
servation Chief, Mr Vogt, is the most alarmed of the three 
authors. It brought together delegates from the Latin American 
countries who were told by conservation officials the horrid 
tale of soil destruction in the United States (they still use the 
figure of 100 million acres of top soil lost through marginal 
farming, dust storms, over-grazing and erosion) and the hopeful 
tale of recent soil reclamation which has cut the annual rate 
of soil losses at least in half. In return, the Latin Americans 
confided the dire details of their own situation, which was bad 
when the first Spaniard noted in the early days that the sea 
at the mouth of great rivers was the colour of earth, and which 
has not grown better since. 

Delegates were shown destruction wrought by forest fires, 
by machines that dredged in the valleys for gold and left the 
land a grey waste. They saw reclamation projects, and a farm 
of 850 acres “ re-made” in a single day according to the best 
advice of the soil conservationists and with machinery and men 
loaned by machinery manufacturers. Latin American enthu- 
siasm for soil conservation and reclamation was marked, though 
they were not agreed’as to how far a government might inter- 
fere with a private ownet’s right to waste his, and the nation’s, 
resources if he chose. Nor, as Catholics, were they willing to 
concede the other branch of the dogma, that limitation of popu- 
lation should go step by step with practices designed to hold top 
soil on the land. Experts estimate that by 1980 the Latin 
American population will grow from its present 153 million to 
240 or perhaps even 290 million, while the North American 
population will grow from 158 million to 185 million. In spite 
of warnings that such a population in the southern continent 
means lower standards of living, the best support that could be 
mustered for the prophets of doom was a resolution recom- 
mending that, if the member governments asked it, the Pan- 
American Union should set up a committee to study population 
growth in general. The United Nations, under whose auspices 
three international meetings on the subject are to be held in 
1949, may have more success in stirring man to protect nature 
against his excesses and for his good. 


‘** AMERICAN SURVEY" is drawn from three 
sources. Articles described as ‘‘From Our US Editorial ’ 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Gerrespondent’’ of ‘‘From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is.prepared in London, 
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American Notes 


Mr Truman’s Team 


Those who have been rearranging the Cabinet according to 
a system of rewards for the faithful and punishment for the 
faint-hearted have been disappointed) Mr Truman has announced 
that he has asked all the members of his Cabinet to stay on, and 
all have accepted. Mr Marshall’s willingness to remain as long 
as his health permits, and the retention of so able an administrator 
as Mr Forrestal as Secretary of Defence, are particularly welcome 
at a time when foreign affairs and questions of defence are likely 
to be paramount. In time, however, changes in these, as well as 
other, posts are likely, for both Mr Marshall and Mr Forresta] 
are known to wish to retire. Then it will be possible to see 
whether there is any truth in fears of a new invasion of Presj- 
dential cronies, or whether the President will feel strong enough 
to secure able men to strengthen his official family. 

Now that Mr Truman’s Administration has a life expectancy of 
four years rather than a few weeks, this should be easier. But 
the low level of official salaries remains to discourage men who 
possess ability but no independent means. Two Republicans 
have come to the rescue. Senator Flanders has opened hearings 
on a Bill he is sponsoring to increase government pay in the 
top brackets, and his star witness has been Mr Herbert Hoover, 
now putting the finishing touches to the recommendations of his 
commission for the reorganisation of the executive branch. 

General salary increases to secure better government servants 
at high levels will be one of the recommendations of this com- 
mission, but Mr Hoover’s immediate concern is the salary of the 
President himself. The salary of $75,000 was fixed in 1909, 
travelling expenses of $25,000 in 1907: no man is more plainly 
entitled to a cost of living bonus. In addition, most of the $30,000 
left after present taxes is eaten up by the upkeep of the White 
House. Under the Constitution, however, the compensation of a 
President can be neither increased nor diminished during the term 
to which he has been elected. The Democratic majority coming 
in on January 3rd has only until the 2oth to show its gratitude 
to Mr Truman in a practical form. 

Increases in other salaries are nearly as urgent, and there is a 
bi-partisan move to raise them quickly to strengthen Mr Truman’s 
hand in seeking new recruits. Only 2,000 officials receive more 
than $10,000 a year ; the heads of the nine executive departments 
receive $15,000. The Secretary of State, that is, is paid no more 
than any Congressman; Mr Acheson, mentioned as a possible 
successor to Mr Marshall, left the Department of State last year 
because he could not afford to remain. Justices of the Supreme 
Court, at $25,000, receive Jess than some judges in New York 
State. Congress has often been more willing to raise salaries at 
the lower levels than at the top, so that some men today carn 
more than their policy-making superiors. The salary exemptions 
for certain ECA officials recognised the need, however, of making 
Federal posts of responsibility more attractive and of. competing 
with business for able administrators. There will be some 
hostility in Congress at the prospect of appointed officials Teceiving 
more than the direct representatives of the people. But ‘the raising 
of salaries in the name of efficiency and economy will be easier to 
swallow than the sacrifice of the right to patronage that will be 
invoived in the wider recommendations of Mr Hoover’s impending 
report. 

* * 2,..* 


Discarding the Jokers in ECA 


To conserve his appropriation for European aid Mr Hoffman, 
the Economic Co-operation Administrator, has challenged the 
clause in the Foreign Assistance Act which provides that at 
ae 50 per cent of all oa. cargoes should be carried in American 
ships—a provision which might be characterised as a little 
Marshall plan for the foundering American merchant marine. 
American ships, with their higher operating costs, consumes an 
unnecessarily large proportion of Marshall money, and because 
it deprives Europe of one means. by which it might earn dollars 
(by taking in its own aid, so to.speak). a 
_ When the Assistance Act was passed, the lobbyists for special 
interests were routed on most fronts, but in a few instances 
they were successful in obtaining domestic subsidies through 
foreign aid. Shipping’ was the outstanding example (as well as 
the most defensible, on the score of national security), but the 
Act also included a direct sop to the millers and live-stock 
interests in the requirement that one-fourth of the wheat sent 
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abroad must be in the form of flour. The farm bloc was 
appeased by the limits placed on the export of farm machinery 
and the provisions concerning surplus agricultural commodities. 
Like the clauses deprecating the dismantling of German plarts, 
such concessions were designed ro win votes for the Act as a whole. 
With a new Congress to be installed on January 3rd, from which 
many of the isolationist critics have been dropped, the Adminis- 
tration may feel’ the moment opportune for streamlining the 
Assistance Act and discarding some of its jokers. Mr Hoffman 
already has suggested that the purchase of strategic materials, 
a long-term project, should be transferred to another agency, 
perhaps the Treasury. 

As all the money appropriated last June is now allocated, Mr 
Hoffman is expected to ask for a supplementary appropriation of 
$1.25 billion for the rest of this fiscal year, and for $4.5 billion 
for the twelve months beginning in July. When Congress 
debates these requests, it will examine the record of European 
co-operation and achievement, including presumably the current 
charges that Britain and other European countries have been 
reselling to the United States, at a profit, aluminium and lead 
bought with Marshall funds. The new Congress may also be glad 
to tidy up the Act which was passed by its Republican predecessor. 
Such an opening of the Assistance Act to revision will lead, of 
course, to new lobbying. Already the farm equipment manufac- 
turers hope to eliminate the restriction on their exports ; the air- 
lines are said to be fishing for a guaranteed share of the available 
freight ; and the grain trade, frustrated by Mr Truman’s decision 
to continue government purchasing, wishes to substitute for the 
Act’s generalised preference for private trading an express pro- 
hibition on government buying. 


* * * 


No Marshall Aid for US Ships ? 


Mr Hoffman has decided to cease allotting 50 per cent of 
the bulk cargoes in foreign aid to US ships after January Ist 
unless their rates become truly competitive by then. If Mr 
Truman, so far non-commital, supports him, members of local 
chambers of commerce and the shipping operators may join 
unaccustomed hands with the maritime unions on their threatened 
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picket line. They are almost as alarmed as the Seafarers’ Union 
at the vision of “mothballs for ships and berry-picking for 
captains and crews.” The $0 per cent provision was written into 
the Act under pressure from both maritime unions and operators ; 
the objections of the Administration were met by two escape 
clauses. The American ships must be available at “ market rates,” 
and their use was to be encouraged “so far as practicable.” 
Most of the bulk carriers are ships chartered from the Maritime 
Commission. To the industry “ market rate” means the charges 
fixed by that body ; to Mr Hoffman it means “ worldwide com- 
petitive tramp rates.” 

The 50 per cent clause is only the mest recent of several 
attempts to reserve American cargoes for American ships. But 
in the past they have failed, either because the cargoes were 
unattractive or the ships to carry them did not exist. Wartime 
shipbuilding, however, left the United States with a large bulk 
carrier fleet and in the interests both of a reserve for war 
emergencies, and employment in the shipyards and at sea, it 
was decided to keep it in being. ECA is at present the largest 
market for these freighters ; it employs 150 of an estimated total 
of 7oo US dry cargo ships now engaged in foreign trade. The 
Maritime Commission will fight hard to keep them alive. 

The protected market and rate preference granted these ships 
through ECA were designed to discourage the operators from 
handing them back to the Commission, but it has not succeeded, 
owing to high and still rising costs. Mr Hoffman’s view is that 
in the past the preferential treatment was excusable because of 
the worldwide shipping shortage; every US ship was needed 
Today, he argues, not only are there insufficient American ships 
to carry half the bulk aid cargoes, but foreign ships are available 
in adequate numbers. 

Mr Hoffman puts the difference between American and foreign 
shipping charges as high as $4.50 a ton for coal to France {a 
figure which the industry disputes ; it also argues that without 
American competition foreign rates, now artificially depressed 
to impress ECA, will rise). As-ECA Administrator, Mr Hoffman 
believes it is his duty not to subsidise the American shipping 
industry to the tune of some $50 million a year at the expense 
of European recovery. It seems likely that his ultimatum is 
directed, not at the shipping industry, the unwilling prisoner of 
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high American costs, but at Congress. If subsidies are desired, 
Congress can authorise them without making foreign aid foot 
the bill. It already does so for liners on 32 “essential” routes, 
a reform instituted in 1936 after the scandalous veil of mail- 
contracts was drawn aside. 


* oi * 


Fifteen Years of Repeal 


Last week it was 15 years since the repeal of the constitu- 
tional amendment which prohibited the sale of alcoholic liquor 
in the United States. The advocates of prohibition have no 
difficulty in finding statistics to support their refusal to regard 
their defeat as more than a set-back. Not only are there perhaps 
60 million drinkers of alcohol in the United States today, com- 
pared with about 43 million in 1940, but the amount each con- 
sumes in a year has increased from about 60 quarts in 1919 (the 
year before prohibition came in) to 90 quarts this year (but of 
this over 80 quarts will be beer). The nation is said to spend 
§ per cent of its income on liquor. On the other hand, in 1929, 
at the height of prohibition, deaths from alcoholism were 3.9 per 
1,00c, compared with 1.6 in 1946, and the highest recorded num- 
ber of deaths per traffic mile in road accidents occurred in 1925, 
the lowest in 1947. It can be argued that it was prohibition, not 
repeal, which encouraged the increase in drinking that has un- 
doubtedly taken place in the past generation. Once it had become 
fashionable to break the law and drink spirits, drunkenness was 
no longer socially degrading ; the new consumers of alcohol are 
probably most of them women, who now drink nearly as freely 
as do men. Then, too, American drinking habits are in part the 
legacy of a pioneering country which did not produce wine ; when 
alcohol was not easily obtainable, it was drunk occasionally in 
excess rather than regularly in moderation. 

The modern method of dealing with the economic liability, 
represented by the six million citizens who drink too much and 
the three million who are pathological alcoholics, is to transfer 
alcoholism from the realm of sin to that of science, to remove 
the causes rather than punish the victim. Yale University holds 
an annual School of Alcoholic Studies, and doctors and lawyers 
in New York are drafting a Bill which would legislate for 
alcoholism on a medical rather than a criminal basis. Several 
well-known industrial concerns deal with drunkenness amongst 
their employees through Alcoholics Anonymous, the society of 
about 80,000 reformed drunkards who help others to follow their 
example by a combination of faith and fellowship—faith that a 
cure is possible and fellowship in carrying out the mental and 
physical adjustments which abstention requires. 

* 

When prohibition was written into the Federal Constitution 
in 1920, it was already in force in 33 of the 48 States. Now there 
are, or shortly will be, only two States which impose it, Oklahoma 
and Mississippi,!but there are many smaller districts where the 
sale of spirits is prohibited, chiefly in rural and southern areas. 
Nearly 20 per cent of the population live under supposedly dry 
conditions, and there are only 16 States which are entirely wet ; 
even in the dry states there are nearly 3,000 bootleggers who 
defy the State laws, yet meekly pay the Federal tax. This tax 
averages $9 a gallon and State taxes $1.40, on whisky which costs 
only about $1.50 a gallon to produce ; so that there is an economic 
incentive for the trade in illicit whisky even in wet States, 

Repeal was accompanied in 1933 by good resolutions that it 
would not involve the return of the notorious saloon. But in 
many places the modern tavern differs little from it. The hours 
during which liquor can be sold and the places in which it can 
be bought are steadily increasing. There are many local variations, 
but it is often sold more freely than food. It is not uncommon 
for the motorist to fill his tank with petrol and his flask with 
whisky, if not from the same pump, at least at the same stop. 
Alcoholism will probably always be easier to catch than to cure 
in.a country where bourbon is easier, even if dearer, to buy than 


bread. 
* * . 


Christmas Shopping 


The white reindeer which this year remind Chicago shoppers 
of the imminence of Christmas were decorating the streets by 
the end of October, soon after. the “ Sweetest Day”—on which 
two lumps of sugar were meant to go where one went before— 
and when “ Applie-Eating Week” was about to take the place of 
“ Letter-Writing Week.” The premature arrival of the reindeer 
did not, however, encourage shoppers to make up for the lack 
of energy which they had shown in October. In that month, 
contrary to postwar custom, retail sales were running at the same 
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rate as, instead of well above, those of the same month in 1947, 
In November, when the Christmas spirit is really supposed tg 
make itself felt, sales all across the country were from six to ten 
per cent lower than last year. After the Thanksgiving holiday 
had given time for writing both letters to Santa Claus. and more 
prosaic shopping lists, December sales began to draw closer to 
last year’s, but were still well below the retail trade’s rosy fore. 
casts. This decline in sales is spreading from the high-class 
department stores to the mail order houses and the variety chains 
(as, in the interest of truth,, the “five and ten-cent” stores now 
call themselves). 

The first cloud, and a very black one, had been the sharp drop 
in purchases of electrical household appliances which followed 
the renewal of controls on instalment buying. Salesmen put much 
of the blame on those controls, but they also complain that tele. 
vision sets have stolen the market for other durable goods, 
Apparently the housewife whose eyes are glued to her television 
screen has neither time nor money for a new washing machine— 
and perhaps her husband can do without a clean shirt if he does 
not have to take her to the movies, The next storm warning 
was the decision of a chain of men’s clothing stores to cut its 
prices by 20 per cent: no one believed that this was an 
altruistic contribution to the fight against inflation. After that 
the downpour became fairly general, although the women’s wear 
departments still provided welcome dry spots. Retailers are 
seeking shelter under the warm weather, which has not 
encouraged thoughts of Christmas, and the hope that the prewar 
habit of a last minute rush to the shops is going to reappear, 
now that scanty stocks no longer make it necessary to buy carly, 

The election results probably had a good deal to do with the 
disappointing sales in November. Prospective purchasers of 
mink coats and diamond rings were disheartened by the decline 
in the stock market and the fear of new taxation, while buyers 
of more essential items were waiting for the lower prices 
promised by Mr Truman. The good business being done in 
bargain basements, and at the many well-advertised sales which 
have already begun, show that the consumer is becoming price 
and quality conscious, now that plentiful supplies enable him to 
pick and choose, his urgent needs have been filled and his war- 
time savings used. The rising retail price curve has flattened 
out since August and two big mail order houses are planning 
to reduce prices in their spring catalogues by from five to ten 
per cent. They cater for the rural market and are aware that 
farm incomes have begun to fall. But consumer incomes as a 
whole are still rising and employment remains higher than last 
year, even though it did drop below 60 million in November. 

There is more thar. a suspicion that the publicity being given 
to the fall in retail trade and in employment in certain factories 
is designed to provide evidence of approaching deflation, in order 
to discourage the demands of labour for higher wages and of the 
President for economic controls. Retailers can hardly have 
expected to go on breaking Christmas records for ever. Even 
if Christmas trade actually declines for the first time in eleven 
years, total sales fo: the year are still running at exceptionally 
high levels, well above 1947. So far the Christmas shoppers are 
only telling the business man that easy times are over, not that 
hard times are coming. ; 


Shorter Notes 


Mr Truman will be the first American President since 1916 
who has not had a popular majority over all his opponents ; the 
24,104,836 votes which the final official count gave to-him were 
only 49.5 ‘per cent of the total cast. If, however, the 2,326,412 
votes, which went to the two rebel Democrats, “Mr“Thurmond 
and Mr Wallace, in almost equal proportions, had been given 
wo Mr Truman, he would have had his clear majédrity. Mr 
Dewey, with 21,969,500 votes, had 45.1 per cént of the total. The 
votes given to the Socialist (132,138), Prohibitionist, Socialist 
Labour, Socialist Worker and other tes amounted to 
279,668. The 48,680,416 people who voted in the Presidential 
Election were only 51.2 per cent of those eligible, but another 
683,382 people, who did not have sufficient enthusiasm for any 
of the Presidential candidates to support them, voted for Congress- 
men, Senators or local officials. 

on 


2 


If tax receipts and Federal expenditure continue at their present - 


estimated rates, the 1949 et year should close on June 3oth 


with a surplus of $3 bi os With the national income running 


at an annual rate of $250 billion, more than $45 billion should 
be collected in taxes during the year, in spite of the tax reductions 
Sry ae 


ee a se se. ae a. ad 





1947. 
d-to 
) ten 
‘iday 
nore 
r to 
fore. 
class 
1ains 
now 


drop 
wed 
ch 
tele~ 
ods, 
sion 
DC 


ning 
t its 


that 
ear 
are 


War 
ear, 
arly, 

the 
: of 
‘line 
vers 


> in 
hich 
rice 
1 to 
Var- 
ned 
lng 
ten 
that 
iS a 
last 
ber, 
ven 
ries 
der 
the 
ave 
ven 
ven 
ally 
are 
that 


916 
the 
ere 
412 
ond 
ven 
Mr 
The 
list 

to 
tial 
her 
any 
“3S 


ent - 
oth 
ing 
uld 
ons 








THE ECONOMIST, December 18, 1948 


1028 


THE WORLD OVERSEAS 





Winter of Discord 


(From Our Rome Correspondent) 


S the fourth postwar winter rolls fog into the Lombard plain, 
the national perplexities of Italy stand out more clearly and 
starkly than they did a year ago. The excitement of the impend- 
ing elections then encouraged the feeling that all was merely pro- 
visional. In the winter of 1948-49 there are intolerable tensions, 
and no promise, however fallacious, of resolving them. One of 
the recurrent nightmares of this highly self-insufficient country, 
lack of raw materials, has, it is true, been exercised for as long 
as Marshall aid continues in its present profusion. To that extent 
there is a basis for rebuilding a balanced economy. Agriculture, 
moreover, has almost regained its prewar productivity, and city 
life displays few scars to recall the disasters of five years ago. 
The visible flow of goods and services is abundant. 

But equally visible is the capriciousness of its distribution, 
judged not only by social ideals but by habit and tradition. 
Among capitalists the owners of house property are reckoned 
collectively to enjoy a negative income: but a current scandal 
concerns tax eVasion by a Milan textile industrialist to the tune 
of 5 milliard lire (over £2,000,000), and it is a “ capitalist ” news- 
paper of the North which describes this case as “typical.” In 
the middle classes, while medical men, for example, appear to 
be earning comfortable incomes, the employees of the state are 
reckoned to be receiving the same total purchasing power as 
before the war, but it has to be shared by more than a million 
recipients against threequarters of a million in 1938. Meanwhile, 
whatever be the true numbers of the unemployed (one and a 
half million by the smallest of many computations) their presence 
pervades daily life. Those who have in recent years employed 
secretaries, clerks, chanffeurs, servants or artisans, must expect a 
flow of these old acquaintances to their doorsteps, seeking work, 
recommendations, or advice about emigration for themselves and 
for young relatives entering the labour market as newcomers in 
their hundreds of thousands. By no means all these unplaced 
persons are hungry or ragged. In rich districts like Emilia many 
of the unemployed look blooming. . But they desperately lack a 
function and a focus for their energies, and, no less than the 
impoverished, clamour for justice, Since “austerity” is regarded 
as an impossible attitude to expect froma hedonistic nation, 
rationing consists solely in the distribution of limited quantities 
of bread and sugar at subsidised prices and of occasional Unrra 
surplus clothing. Quantities of every kind of commodity for 
unrestricted purchase abound and inequalities of income 
(in which must be included the utterly capricious inequality 
between those who hold standing leases at a negligible figure and 
those who pay a huge part of their income as rent on exorbitant 
new leases) translate themselves with a crudity that has been for- 
gotten in England into enjoyment or lack of food, clothing, 
shelter and warmth. 


Planning or Laisser Faire ? 


In seeking a remedy for this widespread discontent and a method 
of coping with its causes, the Government is torn between its 
laisser faire wing and its planning wing. The laisser faire wing 
has haunting dreams of a “classical” recovery comprising the 
demise or. shrinkage of unprofitable enterprises (in particular of 
the survivals of autarky and of the war economy in the heavy 
and mining branches of industry), the shift of labour from where 
it is redundant to where it could be employed on terms 
within the employer’s means, with the background of a state 
spending only its revenues and not debauching the currency. 
The dream of the planning wing is oe gr contrary ee ecp 
existing enterprise in existence; to draw the energies t 
nemploped inks sidiiional production ; to make full immediate 
use of the ERP deliveries of coal and fuel oi! which are piling 
up in unprecedented masses ; to bring roads and water into 
neglected provinces ; and to pump a mating stream of public 
works into war damaged towns or those still unhappier ag Ee 
re thousands 


the large Apulian townships, Andria and Corato, 


have always lived in cavern dormitories. As Signor de Gasperi 
labours to reconcile these divergent approaches, he cannot forget 
Mr Zellerbach, the ERP Administrator for Italy, who has to 
sanction drafts upon that ERP lira fund which represents the 
Government’s main availability for any kind of imaginative 
expenditure. Mr Zellerbach is against any investments which 
do not promise rapid returns or help to reduce Italy’s dependence 
upon foreign aid in the next few years. 

A statement of general economic policy issued by the Govern- 
ment in July embodied the compromise reached between the rival 
doctors in the Government in the following five-point prescrip- 
tion: (1) currency stability and balanced budget, (2) reduction 
of expenditure, (3) severe fiscal policy, (4) campaign against 
unemployment, (5) production policy calculated to raise the total 
of wage incomes. There has been a measure of suecess under the 
first heading, an effort to achieve the second, offset by some yield- 
ing to the irrefutable claims of the civil service to better treatment, 
As to the third, the tax evasion in Milan has given the Government 
a wonderful cue if it can muster the strength to follow 
it up. But no clear victories, or even hints of success 
have been achieved under the fourth and fifth headings. The 
Government thus remains exposed to the furious denunciations 
of the Communist and “ Fusionist” (fellow. travelling) faction 
- it has no policy at all for remedying economic debility and 

istress. 


Communist Propaganda 


The popular propaganda of the “ Communfusionists ” unblush- 
ingly measures the present state of affairs (“hunger and 
terrorism ”) against the alternative of happy peasants cultivating 
their several acres apiece in a land quit of landlords, and of happy 
workmen working factory plants at full blast on the strength of 
a withdrawal of American tutelage and a roaring trade with the 
countries of eastern Europe. It is in tune with that level of 
sentiment that the Communists utter their full-dress denunciations 
of every detailed effort by the Government to stimulate recovery— 
from the “ Fanfani Scheme” for employing 50,000 men on a 
working-class housing programme over seven yeats (the scheme 
has now been amended to give work to 27,000 only) to the Segni 
land reform plan which is radical enough, at any rate, to frighten 
a large wing of the Government, and may cost it the loss of some 
Ministers. 

The automatic anathematisation of every Government proposal 
called for by the Communist headquarters is based on a 
dogmatic denial that the Government is taking any real steps at 
all, except those of breaking down the guarantees won by labour 
in the last five years. This dogma admits of the unleashing of 
strikes or, a recent refinement, of “ non-collaboration ” campaigns, 
whenever and wherever political strategy calls for them. 

The desperate “separatism ” (in General de Gaulle’s use of the 
term) of the hard core of the Communist leaders is an irreducible 
surd in the economic problem. Every effort towards economic 
recovery thereby requires so much additional expenditure of 
energy because of this organised design to defeat it. But the 
human material, the political strike-fodder of the Communists, is 
not isolated from the body of the nation, and those who conduct 
the strategy have to take account of millions of workers whose 
ideological fidelity cannot be stretched indefinitely in the opposite 
direction to their workaday interests. Even the high Communist 
dignitary, Giuseppe di Vittorio, when speaking as general secretary 
of the General Confederation of Labour, has to remember that 
there are non-Communist officials in his own organisation, eager 
to show themselves better stewards than the Communists who hold 
most of the directing positions ; there is also a new Confederation 
of Catholic ifispiration, which is waiting to benefit from any 
blunders by the Communists. Accordingly di Vittorio, “as 
a trade unionist, has on occasion disclaimed the totat 
opposition to the Marshall aid plan which is __ inscribed 
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on the tables of the Party and there are many examples of local 
give and take between political opponents. After the blunder of 
the insurrectionary general strike in July, the agitation campaign 
was broken down into a suceession or chain of local and parual 
strikes, and in the autumn came the refinement of “Nen Col- 
laboration,” or planned sabotage of production by pedantic 
adherence to factory routine and refusal to deal with Manufacturing 
problems by common sense and flexibility. There has been a 
vigorous reaction against this method which is felt to be shabby 
and unworthy of a virile worker who, if he works, likes to put his 
back into the task. It is possible that the Communists may 
go slow in imposing this unnatural slowness, sooner than face a 
threatened debate on the subject at a high level in the Confedera- 
tion of Labour. 


Clearly, Communist domination of the trade unions and of 
many of the organs of local government is a powerful drag upon 
the Government's well-meant if somewhat patternless efforts to 
pull the country into an atmosphere of expanding opportunities 
and diminishing social animosities. And clearly the high Com- 
munist leadership is playing for stakes which transcend any 
consideration of their followers’ earthly interests. From the fact, 
however, that Communism must solicit support by masking itself 
as a practically beneficial programme (as many even of its higher 
ranking adherents believe it to be), the Government draws the 
hope that its own beneficial measures may gradually damp the 
revolutionary fevers and help to heal the terrible frattura (split) 
which in the winter of 1948-49 runs through the mind and body 
of the country. 


‘Russia’s Economic Revival—Il 


[BY A SPECIAL CORRESPONDENT] 


IN last week’s issue of The Economist it was suggested that Russia’s 
industrial output has reached and surpassed the prewar level. In 
his anniversary speech in November, Mr Molotov stated that 
agriculture, too, had this year yielded a crop as large as that 
of 1940. (The recovery of cattle and dairy farming has been 
much slower, but even before the war its share in the Soviet 
national income was not more than four per cent.) It may, there- 
fore, be assumed that the national income of the Soviet Union 
is now as large or even slightly larger than it was in 1940. Only 
an income considerably higher than the prewar one may enable 
Russia to meet the chief demands of its national policy: to repair 


the ravages of war, to expand its productive apparatus, to achieve 


even a modest improvement of its low standard of living and to 
allocate a portion of its national resources to military purposes. 


The Five-Year Plan is therefore based on the assumption that 
in 1950 Russia’s national income will be 38 per cent higher than 
before the war. 


But how large is this income in absolute terms ? How does it 
compare with the incomes of other countries ?» In what proper- 
tions is the national product allocated to private consumption, to 
the expansion of the national economy and to armaments? The 
answers can only be highly tentative. One part of the difficulty 
lies in the differences between the various methods of computing 
the national income. Russian statistics, for instance, based on 
the Marxist concept of what is and what is not productive labour, 
do not include in the sum total of the national income many of 
those services which loom large in the national accounts of other 
peoples. To this extent they underrate, by non-Marxist standards, 
the annual yield of the nation’s economy. No information is 
available that would show the effect of reparations and foreign 
trade upon the size of the national income. The main difficulty 
lies, however, in the fact that the published totals of the national 
income are all given in constant prices, in those of 1926-1927. 
while the figures of current governmental expenditure, investment 
and the wages bill are all given in current prices. _For nearly two 
decades no price indices that would make it possible to correlate 
the two sets of figures have been published, although the official 
statisticians possess them. The ensuing contusion becomes a 





* Appraisals of Russian Economic Statistics, reprinted from the 
Review of Economic Statistics, published by Harvard University. 
Price 50 cents. ie 

¢ N. Voznesensky : Voyennaya Ekonomika SSSR, Ogig, 1948, pp. 191, 
price 3s., and A. I, Notkin: Ocherki Teorii Sotsialisticheskovo Vos- 
proizvodsiva, Ogiz, 1948, pp. 291, price 3s. 6d. Mr Notkin’s book 
has had a rather unfriendly reception in the. Soviet Press, while M. 
Voznesensky’s has been treated as a “ revelation.” 
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nightmare when official spokesmen begin on top of all the rest 
to juggle with 1940 or 1945 prices. 
NATIONAL INCOME OF THE USSR 
(In Constant 1926-27 Prices) 
Billions Percentage Percentage 
of of of 


Year Roubles Previous Year 19]3 
ee oT Le ee ee 21-0 jee 100-0 
1921 (end of civil war) ..;..... 8-0 ine 38-1 
1926 (middle of NEP).......... 21-7 129-2 103-3 
1932 (end of first five-year plan). 45-5 111-2 216-7 
1937 (end of second plan) ...... 96-3 112-0 458 -6 
WORD o Anish. fc 8A 128-3 ba 614-0 
1948 festimate) .0:, 05.s.cis aeehen 130-0 eka — 
1950 (planned) .........055200 177-0 tat 842-9 


These figures—and even more the figures of Russian industrial 
output which show an even steeper increase—have inevitably 
aroused the statisticians’ scepticism. Much of Russia’s present 
industrial output (tractors, machine tools and so forth) was priced 
very highly in 1926-27 and high pricing continued later when 
Russia’s industrialisation began. Indices calculated on the basis 
of such prices must exaggerate the increase in the national income, 
On this nearly all critical students of Russian statistics have agreed, 
But new confusion arises when an attempt is made to define the 
degree of the exaggeration. This is illustrated by a series of 
essays recently published by Harvard University.* One of the 
contributors, Mr Colin Clark, arrives at the conclusion that in 
1938 the Russian national income was only about 50 per cent 
above the 1913 level. Here the statistician, calculating in “ inter- 
national units,” has obviously gone much too far in the attempt 
to deflate the Russian figures, for according to his calculation 
Russia in 1938, a year of heavy rearmament, spent on defence 
and other government services less than it did in 1913, a patently 
untenable contention. Another _ statistician, Mr Alexander 
Gerschenkron, has checked the figures for overall industrial out- 
put against the indices for basic industries and suggests that the 
output of Soviet industry has risen, in comparison with 1913, not 
8 or 9 times, as it is officially claimed, but roughly 5 or 6 umes, 
This appears to be much more convincing. Finally, Mr Paul A. 
Baran has made an ingenious attempt to compare the national 
income of the USSR in 1940 with that of the United States. From 
this comparison it appears that in 1940 the Russian national income 
was nearly four-tenths of the American. “The per capita current 
civilian outlay in Russia amounted to 153 dollars annually. The 
roughly corresponding figure for ihe United States for the same 
year is. about 600 dollars.” It may be added that on the assumption 
that this year’s Soviet national income is again what it was in 
1940 and that the American income has since then increased 
roughly by $0 per cent in real terms, the current Russian national 
income is at any rate less than 30 per cent of the American. 


Rivalry with United States 


From these figures, even if they happen to under-rate Russia’s 
actual wealth (which does not seem to be the case), the major 
problem of Russian policy emerges with great clarity. It can 
be formulated as follows: how can Russia, basing itself on a 
national income which, for all the impressive achievements in 
industrialisation, is still so much inferior to the American, main- 
tain itself in the position of a powerful rival to the United 
States? This is the consideration which governs all Soviet 
economic policy and especially the distribution of the national 
income. 

It has been assumed in these columns that the 1948 net national 
income is of the order of 130 billion in 1926-27 roubles. How 
much is this figure in current roubles? Since government ex- 
penditure, wages and some investments are calculated in current 
prices, the sum total of the national income, too, must be put 
into current prices before an approximate idea of its distribution 
can be obtained. On the basis of involved calculations, checks 
and cross-checks, which cannot even be summarised here, it is 
proposed to adopt two hypothetical “ rates of exchange ” between 
the 1926-27 and the 1948 rouble, the first making one 1926-27 
rouble equal the value of 3.§ roubles at the present day, and the 
second making the 1926-27 rouble equal to four 1948 roubles. 
(These “rates” seem to reflect the depreciation of the rouble m 
the early and late "thirties, and they make allowance for last year’s 
currency reform). The following table gives the total of the net 
national income and its distribution, calculated on the basis of these 
“exchange rates” and in the light of information contained in 
secenty Poa, books by N. Voznesensky, Soviet Vice-Premier 
and chief of the State Planning Commission, and by A. I. Notkin, 
a noted Russian economist. 
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PROBABLE DisTRispution or Russta’s Nat NaTtionaL INcomE 


Rate: One 1926 r Rate: One 1926 r. 
#=3°5 1948 9. =4 1948 r. 
(In billions (In billions 


, 19481.) (Percentage) 19488.) (Percentage) 
Total national in- 


EE eS 455 100 520 100 
Civilian consump- 

tion FNAB baA 266 59 314 60 
Net capital forma- 

tio: +. Feeecei 95 21 109 21 
Defence, <sieee0 #> 66 14 66 12:5 
Building of stocks 27 6 $l 6 


Of the two “ rates ” adopted, the first one (1= 3.5) seems to be 
nearer reality. It will be interesting to note that the share of 
civilian consumption is 9 or ro per cent lower than the cor- 
responding share of personal consumption in the British national 
income as estimated in the Economic Survey for 1948. On the 
other hand, net capital formation claims exactly 9 per cent more 
than the same item in the British national income. Incidentally, 
Russian economists put the share of civilian consumption abeve 


7o per cent of the national income. But as Izvestia (of April 25, ~ 


1946) explicitly stated that “consumption” in this context in- 
cludes defence expenditure, their claim may safely be dismissed. 

Not only is Russia’s income per head still much lower than 
that of the western countries, but a much lower proportion of 
that income is allocated to meet consumers’ needs. On the other 
hand, the proportion of the national income that goes into net 
investment is §0-75 per cent higher than its counterpart in the 
western countries (including the United States) has been 
even in these years of exceptionally high capital formation. This 
is, of course, the basis for the expected rapid growth of the national 
income in subsequent years. Incidentally, this year’s budget esti- 
mates provide that appropriations for “ national economy ” shall 
run at the rate of 132 billion roubles, but this figure gives the 
sum total of centrally planned gross capital investment (including 
some replacement of old capital). It goes without saying that 
part of the new capital is invested in the armaments industry, 
but it is impossible to make even the roughest guess of its likely 
size. Asa rule, the outlay on new armament plant is not included 
in defence expenditure. Such new plant is expected to be 
financially self-supporting like anyother plant. What is included 


K.L.M. is now flying the South 
Atlantic route twice weekly. Add 
K.L.M. service and efficiency to 
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in the defence expenditure is the value of the annual product 
of the armament industry which is “ bought” by the government. 
There are some indications that a higher proportion of the total 
defence expenditure is now devoted to the re-equipment and to 
stocking munitions than to the upkeep of the armed forces. 

About 13-14 per cent of the income appears to be diverted to 
defence as against 6-8 per cent in the United Kingdom and thie 
United States, and since every percentage of the American income 
spent on defence represents 2-3 times as much in real armament 
as every percentage of the Russian income, it follows that Russia 
can support its present military power out of a lower national 
income only by spending a higher proportion of it on defence. 

An interesting feature is the building up of stocks, which 
absorbs 6 per cent of the net annual product. This item assumed 
considerable importance as the methods of planning improved in 
the late thirties ; and it has again received much attention in post- 
war planning. The 6 per cent of the national income are laid 
aside to build up a “reserve” of food, raw materials and fuel 
designed to ensure an even rhythm of production in the event 
of normal winter-time breakdowns in transport and also in the 
event of war. In the recent war the reserves so built up helped 
the government to overcome the dislocation caused by invasion, 
industrial evacuation and the migration of great masses of people 
to the east. In the course of the war the enormous stocks were 
depleted. It is significant that so much importance is again being 
attached to the building up of new stocks. This may be and is 
justified by the normal needs of planning, but it may also have 
military implications, 

(To be concluded) 


Monopoly. in Argentina 


[FROM A CORRESPONDENT IN BUENOS AIRES} 


On December 5th Argentine voters elected the members of a 
National Convention which is to be entrusted with the task of 
reforming the country’s Constitution, which has been in force 
since 1853. What form the amendments to the Constitution will 
take depends, of course, on what political party gets most of the 
seats in the Convention (two parties, the Conservatives and 
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Socialists, are not putting up candidates). Final results are not 
available, but the official Peronista party is assured of a substantial 
majority. The proposed reform is a Peronista project, and one 
which has aroused not a little opposition from the other parties. 
Official propaganda has for some time played up constitutional 
teform, and the new Constitution is already referred to as the 
“Perén Constitution.” The voter is none the less greatly in the 
dark as to what he is voting for. 

Some announcements by party spokesmen have, however, given 
an inkling of what line the proposed reforms may take. One of 
these was contained in a broadcast speech by Admiraj Teisaire, 
the president of the Peronista Supreme Council, on November 4th. 
The Admiral referred to a number of projected changes, many of 
them of a more or less radical nature, but perhaps the most 
controversial and, from the foreign observer’s. point of view the 
most interesting, was predicted in his declaration that with a view 
to consolidating the doctrine of economic independence, the new 
Constitution should provide that “the import of essential goods, 
the export of surplus production, the organisation of manufacture, 
iransport and distribution of our (Argentina’s) wealth abroad 7 
is to be a prerogative of the state. Other “manifestations” of 
the country’s economy, he continued, will be left to private enter- 
prise, but public utility services must be “ exclusively Argentine.” 

State monopoly of the import and export trade already 
exists to a great extent in Argentina through the control of this 
trade by the Instituo Argentino de Promocién del Intercambio 
(API), but it is precisely the proposal to give constitutional en- 
forcement to this monopoly which has occasioned the most con- 
troversy, and protests have been made not only by the political 
parties of the opposition but by financial and economic interests. 
A Buenos. Aires financial journal-devoted a leading article to the 
subject in which it was pointed out that, although the former 
liberal regime had been accused of conniving in the wastage of the 
country’s resources in dividends, commissions, freight and other 

harges, under it Argentine prosperity nevertheless reached a point 
where it compared favourably with that of other countries. The 
article went on to say, the intervention of IAPI in’ Argentine 
foreign trade has by no means always served the best interests of 
the nation. An instance mentioned was the overseas marketing of 
linseed and its derivatives, for which a price was demanded far 
above world-market prices and, incidentally, about four times the 
price paid to the Argentine producer. The result was that the 
United States, which had for many years absorbed about half 
Argentina’s production of linseed, was induced to encourage home 
production, and the first crop harvested in the States has exceeded 
that country’s domestic requirements. This important market is 
now closed to Argentina, withijan estimated yearly loss of 250 
million pesos. The instance mentioned is, in fact, not the only 
one in which the operations of TAPI in the Argentine export 
market have not been conspicuously successful. There is no doubt 
that, whatever Argentine apologists. may say to the contrary, the 
country’s export policy since the war has been based on the belief 
that decreased production and world-shortages of primary pro- 
ducts would compel buyers to pay amy price asked by the seller. 
That this policy, however profitabk ints earlier stages, was short- 
sighted in the extreme is becoming increasingly evident. At a 
time when Argentina more than ever needs foreign exchange for 
the development of industry under the Five-Year Plan, exports, 
with some exceptions, showed a marked decline, a decline which 
the Argentine Government is beginning to view with alarm. 

A privately published economic weekly in Buenos Aires, in 4 








The Economist by Air— 


to Singapore and Malaya 


From January 29, 1949, a further extension of our Air Express 

Services will enable The Economist to reach Singapore four 

days after publication; It will be delivered in Singapore and 
throughout the Malayan Union by post. 


Arr Express SUBSCRIPTION £5.15 OR S.S.$50. 
rPys Me A TSIOSH Fre 


iA I 


The Economist, 22 Ryder Street, London, S.W.1. 





THE ECONOMIST, December 18, 1948 


recent issue, devoted much space to comments on this phenome- 
non, referring especially to the interruption of exports of hides 
the sharp decline in meat exports, ahd’ the falling off in grain 
shipments (with the exception of maize shipments, most of 
which go to Britain at the high prices paid under the Andes 
Agreement), and the virtual paralysis.of the export trade in 
linseed-oil. At the same time, it was remarked, import permits 
are being granted with a niggardly -hand, and even those 
importers who have succeeded in obtaining quotas for textiles 
from Britain, for example, are often faced with the impossibility 
of securing exchange. This journal (usually well-informed) is of 
the opinion that Argentina is confronted with the alternative of 
either lowering the export prices of many of its ‘products, or 
adjusting official rates for foreign exchange so that prices paid 
by overseas buyers will fall, with ne corresponding decrease of 
the peso equivalent. It is suggested that the latter alternative 
will probably be adopted, but statements made by Sefior Miranda 
hardly confirm this speculation. 


Bargaining Points 


Sefor Miranda, addressing the Finance Mimisters of Argentine 
Provincial Governments on November 25th, said that he believed 
that it would shortly be necessary to reduce cereal prices, but that 
it should be possible “with ability” (which presumably means 
by able bargaining) to obtain higher prices for meat, hides and 
wool. Referring to Italy, a country which, he said, had almost 
completely paid off its debt to Argentina, he remarked: “ Now 
they say that they do not want our cereals because these can be 
acquired more cheaply under the Marshall Plan, but in that case 
to whom is Italy to sell its own products? And the same query 
will occur to Switzerland and to other countries.” . Argentina, 
he continued, although only a nation of 17 million inhabitants, 
had the purchasing power of one of 50 millions, and Argentina 
was prepared (in bargaining) to exploit this purchasing power, 
which he referred to as “/preponderating.” The speaker then 
went on to say that if Belgium, for instance, wished to sell rails 
to Argentina at prices §0 per cent above those asked by the United 
States, and in exchange wanted to buy Argentine wheat, the latter 
country would demand 50 per cent more for its wheat (but 50 
per cent more than what price is not apparent). Referring to 
imports of coal from Britain, he said that as the prices 
demanded were four times the pre-war figure, why should not 
Argentina demand a price for its meat four times that formerly 
obtained. These remarks by President Perén’s economic lieutenant 
are, of course, merely variations on a theme which he and other 
Argentine spokesmen have harped on for the last year or more; 
but the instance of the “rails against wheat” deal would seem, 


in view of present world-production trends in wheat, to be 
not of the most felicitous. 


Change in Exchange Rates ? 


_ Sefior Miranda later had an opportunity of alluding to specula- 

tions on changes in official exchange rates, when he was present at 
a meeting of representatives of Argentine insurance companies 
with President Perén. In the course of the ensuing dis- 
cussion one delegate referred to the fact that rumours of adjust- 
ments in exchange rates were affecting the sale of Argentine 
wool in foreign markets, where buyers were holding off in the 
hape of obtaining supplies at lower prices. In reply, Sefior 
Miranda said that the National Economic Council had already 
had the matter brought to their attention, and had. instructed 
the Central Bank that no alteration in existing rates of exchange 
was to be made without first consulting the Council. This, how- 
ever, does not seem a categorical denial that some such alterations 
had not been previously considered. A rather unusual note was 
struck when the questioner remarked that Sefior Miranda’s assur- 
ance would be welcomed by producers as tending to the stability 
of prices; whereupon the President of the Economic Council, 
assuming apparently the role of official tipster, interjected ; “ No, 
not stability. Prices are going up.... It’s a pity that it is 
already after 12 o’clock noon ”—alluding to the fact that the 
market was closed—“ but they'll be up on Monday !,” 

The falling off in Argentina’s foreign trade has been accom- 
plished by another phenomenon—su ion of, or at least delay 
in publication of official. statistical quite * The last available 
figures of foreign trade are those for the half-year ended in June, 
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INDUSTRY 
MUST MECHANISE 





Nothing is any use in the wrong place. Much 
of the world’s work is moving something some- 
where else: taking coal from barges, trucks and 
stockyards to boiler furnaces, wheat from ships’ 
holds to flour mills, components from stores to 
assembly lines, ingredients from bins to weighing, 
blending and processing plants. Scientific mechanisa- 
tion is one of many Simon services to industry. 
Simon mechanical and pneumatic handling systems 
put almost anything in bulk, bags or boxes just where 
it is. wanted —saving time and labour by shifting 
the burden from muscles to machinery, and using 


brains instead of brute force for higher productivity. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 






HENRY SIMON LTO 

SIMON-CARVES 170 (RAS 
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INCENTIVE MEANS BETTER TYRES 












A wrinkle like this could ruin a tyre . 


BUT A KEEN WORKER 
WON'T ALLOW IT 


UALITY lies in the balance 
Q*: each of the numerous 4 
hand processes in tyre build- 
ing. Above all it depends on 
how ‘keen the workers are to 
do a first class job. 

Henley’s have started a 
sound commonsense scheme 
to make good workers extra 
keen. Under a co-operative 
award system as work im- 
proves pay rises. 

Now output, pay and most 
important, quality, are all up 
higher than ever before. 


‘ s WRINKLES: A wrinkle overlooked in 
Extra incentive means finer any one of the fabric layers of a tyre 


workmanship. Finer work- | ™¢4"s a poor finished article. Only 
when attention wanders can wrinkles 


manship makes Henley Tyres creep in. Workers who are on top of 
better than the good tyres} the job never permit them, One 


reason why keennéss is everything. 


they have always been. 


HENLEY TYRES 


BUILT WITH INCENTIVE 


HENLEY’S TYRE AND RUBBER COMPANY, LIMITED 
MILTON COURT, WESTCOTT, DORKING, SURREY. Works: GRAVESEND, KENT 





LAMINARIA 


Laminaria cloustoni is a seaweed found on the Scottish coasts, From 
it are produced Alginates used to form gels and viscous solutions 
of value in many industrial processes, pharmaceuticals and foodstuffs. 


ALBRIGHT s Wilson 





See on 
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SS WORLD 





Harder 


NE of the most significant, though least publicised, 
economic movements during the past year has been the 
appreciable increase in the respectability of sterling on the 
world’s markets, A year ago, an early devaluation of the pound 
was confidently taken for granted in the United States and most 
countries in Continental Europe. Today the fulfilment of all 
such expectations or hopes has been relegated to an indefinite 
future. A year ago, the commercial rate for transferable account 
sterling in New York was around $3.20. It has since appre- 
ciated to $3.50. Over the same period the rate for sterling notes 
in New York has risen from $2.80 to $3. In Zurich the rate 
for sterling notes has improved from Frs.9.50 to Frs.12.25. The 
sterling-dollar cross rate which emerges from free market 
operations in Hong Kong has moved from $2.80 to $3.10. Com- 
parable improvements have occurred in most of the free com- 
mercial rates for sterling. Each of these rates may be highly 
artificial and related to a comparatively small volume of 
business. But the force and unanimity of the evidence cannot 
be disregarded. 

These straws in the wind, however flimsy each may be, 
tend to confirm other evidence that, over a widening area 
of the world, sterling has been getting scarcer and harder. 
Some of this evidence takes the disconcerting form of severe 
curtailments by such countries as Sweden and the Netherlands 
of their import licences for sterling goods. --Statistics-.of the 
United Kingdom balance of payments measure the substantial 
improvement which has taken place in British current trans- 
actions with countries outside the Western Hemisphere. This 
improvement has been most marked in the payments account 
with other sterling area countries ; this showed a net deficit of 
£30 million in 1946, a surplus of £85 million in 1947, and 
for the first half of 1948 was running at a rate suggésting an 
annual surplus of £140 million. The corresponding figures for 
British payments with the other eighteen countries participating 
in the Organisation for European Economic Co-operation tell 
a broadly similar tale. In 1946, an exceptional year dominated 
by relief rather than recovery, Britain had a surplus of {45 
million with these countries. This was converted into a deficit 
of {£30 million in 1947, but in the first half of this year the 
account was again showing a surplus at the annual rate of 
{80 million in favour of the UK. These surpluses for the 
first half of 1948 were, of course, exceeded by the deficits 
incurred with the Western Hemisphere and other countries, 
so that in the first half of this year the balance of payments 
as a whole was still in deficit at the annual rate of {280 million. 
There is, however, reason to believe that a striking improve- 
ment has taken place in Britain’s external payments account 
during the second half of this year. 

Some of the increased respectability and hardness of sterling 
during the past year is relative rather than positive. The 
improvement in sterling reflects, in part, the unquestioned 
deterioration which has occurred in the finances and basic 
economic position, of certain other countries, such as France 
and - Sweden... It algo reflects. the fact that, during the 
past year, the rise im prices and costs has bees more’ marked 
‘in the United, States ‘than in. Britain, with its suggestion—it is, 
of course, y more than a sug i—that sterling might yet 
be floated int¢ the wy the relative depre- 
‘ciation in the internal value of. the dollar. The relative character 





Sterling 


of the improvement of sterling is best illustrated in the market 
for pound notes in Paris; a year ago, pound notes stood at a 
small discount compared with the official rate of 876 francs to 
the £ at that time; today the pound note commands a black 
market rate of about 1,500 francs compared with the official 
sterling rate of 1,062 francs. Some of this improvement pro- 
ceeds directly from the enhanced credit of sterling but the 
greater part of it must be attributed to a continued loss of confi- 
dence in the French franc, 

The improvement in the standing of sterling arises from 
a highly variegated compound of technical, psychological 
and commercial forces. Underlying them all is the honesty and 
severity of fiscal policy pursued in Britain since Sir Stafford 
Cripps went to the Treasury. The budget surplus may 
not match the original intentions of the estimates and 
the policy of disinflation may have lost a good deal of 
its fine edge ; but these are still tokens of an orthodoxy in 
financial policy which is all too rare in the world today. The 
effects of this policy heve been to keep British costs and prices 
in reasonable competitive trim, to curtail to some extent the 
domestic appetite for imports and for goods intended for export 
and to give some partial demonstration to the world that 
an attempt is being made to back sterling by honest and 
balanced governmental finances. Again, the qualified achieve- 
ments of Britain gain by the contrast with what has occurred 
elsewhere. British fiscal policy may still fall short of the ideal 
objective that should have been reached: but British performance 
in this respect compares well with that of wellnight every other 
country in Europe, and even with the United States. The free 
exchange markets have given due recognition to this comparison; 
as a result, they are now quite disposed to take at face value 
the occasional official pronouncements by the Chancellor of the 
Exchequer and other Government spokesmen that there is no 
question and no intention of an early devaluation of sterling. 

The technical position of sterling has also strengthened con- 
siderably during 1948. A large element in the run on sterling, 
which preceded and precipitated the convertibility crisis of 1947, 
was the running down of every available commercial holding ‘of 
sterling that could be offered for conversion. ‘The whole world 
(apart from central banks which, by agreement or tradition, 
were compelled to hold certain sterling balances) went short of 
sterling. Every sterling debt was left open as long as possible. 
Every amount due in sterling was collected with the greatest 
haste and, so far as possible, converted into dollars while the 
going was still good, A great deal of sterling arising from 
current transactions in 1946 but left in Britain by overseas 
interests was repatriated. Every possible opportunity was taken 
of raising credit in the London market to finance overseas trade. 
All these operations reflected the view that it was perfectly 
safe to be a bear of sterling—that at worst the pound would 
hold its position vis-d-cis the dollar, but that its devaluation 
was much more likely and that such a move would bring appro- 
priate profits to all who owed s 

The total effect of these operations was to help in dissipating 
Britain’s dollar resources far more rapidly than could have been 
anticipated: and to shorten the time during which sterling was 
convertible again to a spell even briefer than the confirmed 
pessimists had expected. But, once the convertibilit crisis was 
over,a_position of considerable. technical strength iy sterling 
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was created. During this year, the exchange markets have felt 
the impact of this improved technical position. Many of the 
bears of sterling have had to rum for cover. Much of the 
sterling required by overseas traders to make their current pay- 
ments, and which in the normal course they would have been 
carrying, has had to be bought. Many sterling debts which were 
purposely left uncovered in 1947 had.to be paid in 1948. Even 
today it is probable that the underlying technical position of the 
market still favours the pound and that the floating supply of 
sterling, which should be carried as a working balance by the 
non-sterling countries, is still well below normal—that is, below 
the convenient ratio between working balances and the turnover 
of trade which they serve. , 

Finally, due importance for the improved standing of sterling 
must be given to the arrangements which have been made over 
the past year to immobilise the larger part of the abnormal 
accumulations of sterling standing to the credit of overseas 
holdings. It might at first sight appear paradoxical to talk of 
sterling in terms of hard and scarce currency when some £3,000 
million of sterling is still owing to overseas countries and osten- 
sibly repayable on demand. The distinction is between the 
supply of sterling arising from current transactions and the 
volume of sterling claims which are outstanding from the war 
years. The larger part of this latter total is at present immobi- 
lised in “ No. 2” Accounts at the Bank of England. All the 
largest sterling creditors—India, Pakistan, Egypt, Palestine, 
Uruguay, and Irag—have made agreements or have submitted to 
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arrangements with the object of limiting their available sterling 
to Comparatively modest amounts released to their “ No.1” 
accounts. In the case of Argentina the bulk of the sterling 
accumulated in previous years has been used. in the purchase of 
the fermer British-owned railways, while current accumulations 
are needed (and therefore effectively immobilised) as backing for 
the Argentine currency circulation. The balance of abnormal 
sterling accumulations left uncovered by formal agreements of 
this kind is in the main held by countries such as Australia, New 
Zealand and Eire which can be trusted to use their sterling with 
the greatest discretion, whether for purchases in the dollar area 
or for current expenditure in sterling countries. 

In any review of the improvement of sterling over the past 
year two major reservations must be made. The first is that the 
gap in Britain’s dollar payments continues. This precludes any 
suggestion of an early return to unconditional convertibility. 
The second is that part of the scarcity of sterling depends upon 
the willingness of large holders togshow a proper sense of 
abstention in their use of sterling. But given these reserva- 
tions, there can be no denying the steadily increasing confidence 
in which sterling is held, more particularly on the continent of 
Europe. In several countries it is now genuinely a hard and 
scarce currency. Sterling is thus beginning to fulfil the condi- 
tions of esteem and creditworthiness which are required to 
make it once more an international currency, serving far more 
than the sterling area and providing the basis on which a large 
part of Eurepe’s trade can be conducted. 


Target Practice in Lancashire 


HE cotton industry is one of the industries to which the 
Government, faced with the inelasticity imposed on 
engineering production by the shortage of steel, was obliged to 
look this year for an exceptional expansion of its production 
and of its exports. The targets placed before the industry by 
the Economic Survey in the spring of this year did not at any 
ume look easy to attain. Enough of the year has now passed 
to make it possible to see by what margins the Government 
requirements will, in general, be missed. Since the President 
of the Board of Trade has announced a further export target 
for the industry for 1949—a monthly export rate of £15 million 
to be reached by the end of 1949—the Lancashire trader is 
beginning to inquire whether this too is a possible or an 
impossible goal, and on what assumptions it is put forward. 
Has the cotton industry in fact an expanding part to play in 
world trade ? Can its place in the national economy really be 
expected to grow more important? ‘In some of the newer 
industries such propositions are unquestioned articles of faith ; 
but not in cotton, which is an old industry and disillusioned. 
Any attempt to understand the approach of the Lancashire 
cotton industry to a target evolved in Whitehall has to begin 
by taking into account the industry’s long history of contrac- 
tion and decline. In 1913 the industry produced (according to 
the Working Party’s report) 8,050 million square yards 
of cloth, and exported nearly 7,000 million yards. By 1938 
cloth production was down to 3,126 million square yards, and 
only 1,449 million square yards were exported. “For a major 
industry,” the Working Party commented, “the scale and 
rapidity of the decline can hardly have a parallel.” The war 
caused a further decline, largely through the enforced concen- 
tration of the industry and the enforced diversion Sf manpower 
to other pursuits, and the production target towards which the 
industry is struggling this year—and which will not be reached 
—represents no more than 79 per cent of the 1938 volume of 
production, The industry is still large (it employs about 


290,000 workers), its place in the national economy is still 
important, and the reputation of its products in overseas markets 
is still high. But its members, the survivors of a prolonged and 
cruel process of attribution, are a body of men not easily 
impressed by high-pitched targets. 

Not only the investors but also the workers in the cotton 
industry were ground out in the process of attrition, and this 
(since the hardships which the process carried with it are not 
forgotten) affects the prospects of success of the ambitious man- 
power target which the Economic Survey placed before the 
industry. The number of cotton spinners and weavers declined 
from 572,000 in 1924 to less than 300,000 in 1938. At the end 
of last year the number employed in the industry was 267,000, 
and. according to the Government’s programme it was to be 
increased to 325,000 by the end of this year. It had actually 
risen to 288,000 by the end of October, and was increasing at 
the rate of between 100 and 200 workers a week. This result 
has been produced with the aid of better wages, elaborate 
recruiting campaigns, schemes to improve welfare and work- 
ing conditions in the mills, and the provision of nurseries 
to make it possible for housewives to go back to the mills. 

Both the Government and the industry, however, have been 
aware that not only a bigger labour force but also higher output 
per head would have to be attained. In the first months of this 
year higher output was attained in some districts largely by 
overtime working; but overtime was never popular, and the 
trade unions brought it to an end in the late summer. It was 
not possible until the holidays were over to say what the pro- 
duction trend would be after overtime was abandoned; the 
December issue of the Cotton Board Trade Letter has now 


stated some provisional conclusions, and they are disappointing :_ 


It is now clear that overtime working did increase output 


mere or Jess proportionately to the hours worked, and the 
additional Jabour force recruited during the summer months 


was just sufficient to offset the loss when overtime working. 
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ceased. More recent output figures have been discouraging. take into account the length of time taken to prepare an export 
Output per head has been falling to a greater extent than can transaction. In spite of recent relaxations, the apparatus of 
be made up by the regular weekly increase in the labour force. contro} is still formidable, and the merchant converter who js 
The accompanying tables of yarn and cloth production, which to export the cloth has to get official approval before his order 
show the recovery after the holidays, require to be read with to the manufacturer is definitely placed; the manufacturer in 
this warning in mind. Table II does not show production turn passes on his yarn order to the spinner. With his applica- 
week by week; but the highest week’s yarn output of the tion the converter states the destination as well as the quantity 
year was 18} million lb. in the week ended June 12th. This and description of the cloth which is to be made. It is thus 
was approached in the second week of November (18.44 million _ possible to know the relative trends of production for export and 
Ib.), but the second and third weeks did not maintain the for the home market well in advance of the process of produc- 
improvement. The Cotton Board’s conclusion is that, while tion and trade. For some time (states the Trade Letter) “ pro- 
one of the yarn targets—the production of 900 million Ib. of | duction has been diverted to export at considerably more than 
yarn by December 25th—will be reached within a few days the required rate and production for the home trade has 
of the time-limit, the target rate of 20 million lb. of weekly consequently been much below the required rate.” 
production will not be reached. “There is no reason why The possibility that the home trade may be starved of supplies 
19 million Ib. (a week) should not be reached if recruitment jin the next few months is evident, and this has caused the 
continues at the present rate and if the present downward trend President of the Board of Trade to oppose further relaxations of 
of weekly production can be reversed.” clothes rationing at present. It may be avoided if output takes 
It is perhaps necessary to inquire what the nature of the a turn for the better. But it still does not follow that exports 
Government’s yarn production target was, and what results will expand as rapidly as is required; clearly, they will only 
can be expected if it is not reached. The rate of yarn produc- cxpand if the larger quantities of cloth now being produced 
tion laid down was the rate believed to be necessary to maintain for export can be sold. The merchant who has planned the 
supplies to the home market and at the same time to enable the export transaction has a long wait before he can ship his cloth; 
required increase in exports to take place. It follows that one in the meantime conditions in his market may have changed, 
of these must suffer. Up to the moment, as Table IV shows, amd he may be faced with the necessity not only of finding 
exports have not reached the monthly rate of £13 million which another market, but of getting official approval for it. He 
is the target for the end of this year. But it is necessary to may find himself with a frustrated export on his hands. 








Tarte I—EMPLoyMENT IN THE Cotton INpustry, Autumn, 1948 | Taste II—Cotron SPINNING AND COTTON AND RAyYoN WEAVING 
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Because of the nature of the trade it is difficult to tell at any 
moment how widely situations of this kind are about to arise; 
traders in Lancashire, seeing the increasing volume of produc- 
tion now earmarked for export and the inelasticity of the actual 
export figures, are uneasy on the point. 

An idea of the quantities involved in these export sales is 
given by the fact that in the peak export month of this year, 
August, 71,395,000 square yards of cloth were shipped. Exports 
in September were lower (67,113,000 square yards) and in 
October they fell again to 63,430,000 square yards. This is 
between a quarter and a third of the output. But the rate of 
production for export is estimated by the Cotton Board for the 
third quarter of 1948 at substantially more—28o million square 
yards. 

The particular task of expanding cotton exports to Canada 
which was set to the trade this year continues to present some 
difficulty. Shipments in the third quarter were 12.8 million 
square yards, and the Cotton Board estimates that they will 
reach 16 million square yards in the fourth quarter. These 
figures compare well with the shipment of 1,500,000 square 
yards in the third quarter of 1947. But the progress is uphill, 
and Canadian importers seem to be hoping for a price recession 
or for the release of more dollars for American goods. Sharp 
reductions in the textile prices quoted in the past few months 
by American exporters have strengthened the buyer’s hand. 

In the world at large the limit of possible exports from 
Lancashire has still not been reached. But selling has quite 
ceased to be easy or automatic, and the limit is not far away 
unless new production and trading policies can open up 
markets to which Lancashire has for many years had little 
access. This is the choice which stands in the background of 
the big questions of re-equipment and expansion. The industry 
has taken on a pattern far different from that of its old and 
great days. Most of its production has in recent years gone to 
the home market, and has been largely standardised within the 
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framework of the utility programme. The export trade has 
become a specialised trade handling for the most part short runs 
of high-quality (and high-priced) goods. Along those lines the 
industry can see a fairly steady market that is not vast or 
brilliant but is reasonably profitable and reasonably assured. 
Are they to adventure further into large-scale production of 
cheaper goods for the mass export market ? Without such an 
adventure it seems doubtful if cotton exports can be expanded 
very much beyond their present level. In the utility programme, 
with its detailed specifications of sound standardised cloth 
structures over a fairly wide range, the industry has a useful 
basis of mass production to hand. It has not, however, any 
apparent confidence that a mass export market, if it were gained, 
could be held for long. 

In the past year or two the industry has shown itself much 
more receptive to changes in technique and organisation. The 
necessity of redeployment is now fairly generally accepted. 
Changes in the old wage structures, essential if redeployment 
is to be fully effective, are being adopted. In the spinning 
industry these necessary changes were set out in the Evershed 
Report, and the mule spinners are the main section to which the 
Evershed recommendations remain to be applied; a new 
universal wage list for mule spinners is in the later stages of 
negotiation, and should, once the few outstanding differences 
between employers and unions are settled, be put into force 
early in the new year. In the weaving industry the Moelwyn 
Hughes recommendations for a new wage structure which will 
embody systematic incentives to greater effort are at an earlier 
stage of discussion, but the interim report on the first trials of 
the proposed system should be ready for study by the manu- 
facturers and the unions by the end of this month. Difficulties 
and prejudices are not dead, but gradually are being overcome. 
There will remain the crucial problem: will fresh capital 
investment, re-equipment, and expansion pay their way? On 
this the cotton industry is evidently not satisfied. 


Business Notes 


Storm in a Teacup 


The first of the inevitable wrangles over the use of ECA 
funds broke out in Washington on Wednesday when Mr Howard 
Bruce, the deputy administrator, accused Britain, Belgium and the 
Netherlands of using ECA dollars t6 buy aluminium and lead 
and reselling some of it to America at considerable profit. Mr 
Bruce announced that, in consequence, their requests for non- 
ferrous metals under the ECA programme had been reduced by 
34,500 tons. At the moment, such a reduction in supplies would 
be of little concern, and in any case Mr Bruce has since said that 
the cuts will be restored if the charges prove to be groundless. 
More important is the procedure which Mr Bruce saw fit to 
adopt. The charges were made and action taken upon them with- 
out consulting the countries concerned. Moreover, this matter 


had been under investigation for the past few weeks. Continuous 
and close scrutiny of the use of ECA funds is entirely proper. 
But clearly all the facts and figures should be sub.nitted to the 
countries concerned before public accusations are made. 

Britain is alleged to have purchased 81,326 tons of aluminium 
with ECA funds up to the end of September and to have resold 
12,812 tons to American firms as scrap. During the same period, 
it was stated, the Netherlands bought 3,440 tons of which 2,360 
tons were resold, while Belgium bought 2,250 tons up to the end of 
October of which 673 tons were resold. e aluminium was 
bought in Canada at 16 cents a lb. under the British contract 
and resold in the United States as scrap at up to 30 cents a lb, 
Belgium and the Netherlands (but not Britain) were also accused 
of carrying out similar transactions in lead. The Ministry of 
Supply has been quick to deny these charges. It points out that 
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the export of virgin aluminium and aluminium scrap from Britain 
is prohibited and that none has in fact been sold to USA. Very 
small quantities of secondary aluminium—tecovered from scrap— 
have, however, been sold to the United States in strictly limited 
quantities on quota to enable smelters to retain their prewar 
markets. The total quantity during 1948 is estimated at about 
x,000 tons. The ECA missior in Britain has since announced 
“thar “the Ministry of Supply has been most co-operative m 
trying to run down the discrepancy -in figures.” 

For many uses, virgin and secondary aluminium are not alterna- 
tive materials—they are technically different metals. It is surely not 
contrary to the spirit or the letter of the ECA agreement that 
Britain should recover secondary aluminium from scrap and sell 
it to overseas buyers, including the United States. _Byt even s0, 
the quantities of secondary aluminium involved are far smaller 
than the 13,000 tons reported by ECA. The American charge 
may well turn out to be based on a misunderstanding, either 
between virgin aluminium and secondary metal, or between the 
countries of origin and the country of shipment. Scrap metal 
from Germany and aluminium from a British owned plant in 
Norway could easily have been sent to the United States via 
Britain and entered in American trade accounts as coming from 
Britain, 

* * * 


ECA and British Coal Export Prices 


The prolferation of international economic committees in 
Europe, often consisting of the same officials who meet to discuss 
the same subjects in different places, is no doubt responsible in 
part for the confusion that has arisem over the discussions on 
coal export prices. The Minister of Fuel and Power told the 
Commons on Thursday last week that the Coa! Committee of the 
Economic Commission for Europe had made no representations 
about the price of British export coal, and this was doubtless 
strictly accurate. 

The representations originated with the Economic Co-operation 
Administration, which has taken three imitiatives in the matter in 
the last four or five months. Mr Finletter, the head of the ECA 
Missien in London, approached the Ministry of Fuel and Power 
inyAugust about the large margin between the home and export 
p of British coal. Mr Gaitskell at that time gave an explana- 
tion of the British case, which on ordinary commercial principles 
was, and is, quite a strong one. On September 16th, Mr Harri- 
man’s deputy in Paris, Mr William C. Foster, wrote to the 
Secretary-General of QEEC, M. Marjolin, asking QEEC to 
examine the level of European coal export prices with a view to 
determining whether a more rational price structure could be 
achieved—teferring, presumably, but not explicitly, to the 
differences between German and British prices. M. Marjolin 
referred the matter to the Coal Committee of OEEC, which there- 
upon set up a coal prices sub-committee with a Dutch repre- 
sentative as chairman, The sub-committee failed to reconcile 
the views of the importing and exporting countries, and its report 
did no more than set out the arguments on each side. Mr Harri- 
man thereupon raised the matter again in London in November 
—this time with the result that the Minister of Fuel and Power 
agreed to discuss coal prices with the representatives of the 
German bizone. At these discussions, which took place a fort- 
night ago in London, Mr Charles W. Jeffers was present as the 
coal adviser to Mr Harriman. Mr Jeffers had until recently been 
director of the Coal Division of the Economic Commission for 
Europe at Geneva—a fact which may explain the confusion whether 
the matter originated in Geneva or Paris ; but Mr Jeffers is still 
chairman of the Coal Allocations Working Party of the Economic 
Commission for Europe, and the importance of the distinction 
is problematical. 

Although American representatives in Europe have drawn atten- 
tion on three occasions to the high prices charged for British export 
coal, it would be wrong to suppose that there is a firm American 
policy on European. coal. prices...The bizonal authorities—and 
particularly the American Military Government—have been 
anxious for some months to get higher prices for Ruhr coal ; and 
the best way to ensure that British export prices do not come 
down is to raise German export prices. The bizone would welcome 
more foreign exchange for its coal, for exports are large and 
increasing, and higher prices would raise the foreign purchasing 
power of the bizone and eventually lessen the drain on American 
funds. Since the conversion rate of the Deutschemark is arbitrary 
and open to revision, the bizonal authorities can hardly base their 
claim for higher prices on the necessity of covering costs in the 


Ruhr. They must, therefore, rest upon the simple fact that 
{London is asking, and getting, more for British coal than Frankfurt 


is getting for Rukr coal. ECA has a different interest ; it is con- 
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cerned with the general relief of economic pressure in_ western 
Europe, and would therefore like to see the price of Ruhr coal 
kept down. It can hardly expect to bring this about unless British 
export prices are reduced to approximately the same level, 


* a 


Comparisons with Ruhr Coal 


Ruhr coal is at present—quality for quality—the cheapest 
export coal in Europe. Polish coal is for the most part dearer 
than German and a little cheaper than British ; American coal 
(small quantities of which are still coming to Europe) is the dearest 
because of the high freight element in its cost. The large range 
of qualities and sizes sold and the variations between different 
contracts make it difficult, however, to set down hard and fast 
price comparisons. The following examples of British and bizonal 
export prices give an idea of how the comparison stands: 


Export Prices oF RUHR AND BRITISH COALs 
(f.0.b. in dollars per ton) 


Ruhr British 
Longflame* Screened (80mm.+) ..... 15.00 17.00 
Chee, Soren yi 5... cbbidected bs abiedes i coeseds 15.00 17.00 
Bituminous, Screened ...........0....005-00---. 15,00 16.50 
Anthracite 2nd class, Nuts 1 ........... 20.00 17.75 
Anthracite Ist class, Nuts 1 ..............5...65 24.00 20.00 


* High volatile, 


These figures suggest that the gap between British and Ruhr 
coal prices in Europe is not so wide as has been represented— 
though it should be remembered that they are not delivered prices, 
and the freight charge for British existing coal may widen the 
gap still further by the time it reaches the consumer. In each 
case, the fixing of prices is broadly a matter of a monopoly 
decision ; for each, the export price is im general a good deal 
higher than the home price; both in the bizone and in Britain 
the home price is at the moment insufficient to cover costs. The 
fear of inflating industrial prices generally makes the authorities 
in each country reluctant to raise the home price of coal any 
further. 

On the British side, it has been pointed out that the forexgn pur. 
chaser, though he pays more than the home consumer, is in 
certain respects favoured. The types of British coal which are 
in keenest demand in Europe—Welsh anthracite and Durham gas 
coal—come from the high-cost mines which the Coal Board is 
working at a loss, and in a normal commercial situation the price 
would include the whole of those costs. They are sold to the 
home market below cost, but the home market does not enjoy 
much freedom to choose the qualities and sizes of coal it would 
buy: in particular, many home consumers are obliged to take small 
coal when they would prefer large coal. A greater effort is made 
to supply the export markets with the qualities and sizes they 
desire. In fact, there has been no difficulty so far in selling the 
scarcer coals abroad at the prices asked: the difficulty in selling 
the poorer qualities, notwithstanding their relatively cheaper prices, 
For some types of untreated small coal, the export price is even 
below the home price; but the scarcer, and dearer, coals are 
easier to sell. 


* * * 


Financing Intra-European Aid 


Those who have already wearied of the attempt to under- 
stand the intricacies of the accounting for the sterling “ counter- 
part” of Marshall aid would do well, perhaps, not to try to 
grapple with the further complications which underlie the Bill 
introduced into Parliament this week—the American Aid and 
European Payments (Financial Provisions) Bill. If they thus shun 
the maze of technique—and the provisions do not beyond 
technique—they can rest assured that the object of this Bill is 
simply to ensure a proper Bergin of the Treasury’s financial 
operations in implementing the ECA Bilateral Agreement and the 
Intra-European Payments agreement. Its primary purposes are 
to ensure that the two accounts through which these transactions 
pass are subject to annual audit by the Comptroller and Auditor. 
General, involving subsequent report to Parliament, and to 
authorise the Treasury to make advances for intra-European 
payments in anticipation of ECA reimbursements. q 

As for the underlying accounting, the new complications spring 
from the Intra-European Payments Agreement, under which part 
of the ECA dollar aid became conditional upon the provision by 
the recipient of Jocal currency aid for other OEEC countries. Now, 
therefore, there are three types of ECA gt ‘aid, Ioan aid- 
and conditional aid, The mechanism of the Special Account, 
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which the Treasury with the Bank of last 
August, relates only to first of these types ; except for certain 
adjustments while the new arrangements are being run in, this 
mechanism will opetate as in the past. (It may be noted, how- 
ever, that the § per cent of all credits which is at the disposal 
of the US Government no longer reposes in the account, but 
js now forthwith paid out to that Government’s private banking 
account.) Accounting for loan aid is straightforward, and_ is 
identical with that employed for the 1945 line of credit.° The 
third category of aid, conditional aid, will, when the new arrange- 
ments are approved, be accounted through a further account, the 
Jmra-European Payments Account. 

This will differ from the Special Account in two important 
respects. - It will be a purely internal account which will appar- 
ently not appear in the weekly Exchequer Return (nor, of course, 
in the Bank Return). Secondly, the primary operations upon it 
will not be merely nominal, as is true of the Special Account so 
long as the funds are released for debt redemption, but will reflect 
real borrowings by the Treasury from the banking system. The 
amount of sterling which Britain is required to provide by “ draw- 
ing rights rn for OEEC countries is settled each month by the BIS 
compensation machinery and notified to the Treasury just before 
the middle of the following month. These funds must be avail- 
able by the 17th of the month, and apparently are drawn promptly 
by the beneficiaries. They must, therefore, be raised by the 
Treasury as part of its normal floating debt operations. The book- 
keeping discharge of these payments comes, of course, from the 
sterling value of dollars transferred from the ECA as conditional 
aid; but as the dollar reimbursement (or the notification 
of the apportionment of the dollars as between the categories 
oi aid) will usually not have been received by the time the sterling 
payments have to be made, the necessary transfers to the Intra- 
European Payments Account will be financed by temporary 
advances from the Civil Contingencies Fund. These advances 
wil . of course, be repaid, through the Payments Account, when 
the cu ‘lar reimbursements are duly cleared ; but the consequential 
repayment of floating debt at that stage will affect only the 
internal debt. It should be noted, however, that the real creation 
of debt necessitated by the OEKEC transfers may be regarded as 
merely the counterpart of the real extinction of debt which will 
have occurred at a much earlier stage, when the Exchange Account 
first sold dollars (later to be denominated as “conditional aid 


1031 
dollars”) for the purpose of meeting Britain’s current dollar 
expenditure. bri . nbc 

Among other complications of detail, one further point needs 
to be noted. Britain not only gives drawing rights, but. also 
receives them—from Belgium. The sterling counterpart of these 
Belgian francs (which are, in effect, ECA grant aid received by 
Britain indirectly, since Belgium gets equivalent “conditional 
aid” from the United States in dollars) will be credited, not to 
the Intra-European Payments Account, but to the Special Account, 
where it will be treated precisely as direct dollar grant aid is 
treated now. This follows the ECA ruling that responsibility 
for segregating the local currency counterpart of conditional aid 
(and for contributing the 5 per cent. for the use of the US 
Government) falls on the ultimate recipient of the aid and not 
upon the country which actually receives the dollars. 


. * x 
Meat Supplies and the Ration 


Britain’s meat ration of a shilling a week is in danger. Under 
the Andes agreement of last February, the Argentine Government 
undertook to ship to Britain 400,000 tons of meat and 20,000 
tons of canned meat in 1948. ‘This quantity represents rather 
more than a quarter of Britain’s annual consumption of carcass 
meat (which this year is running at the annual rate of 1,500,000 
tons) and it is not being honoured. The trade returns do not 
distinguish between arrivals of meat under the Andes agreement 
and those which represented late deliveries under the 1947 contract. 
But since only 250,000 tons had been received in the ten months 
up to October from Argentina—22 per cent less than in the 
corresponding period of 1947—a large deficit for the full year is 
plainly threatened. In explanation of the smaller shipments to 
Britain, the diversion of supplies to Belgium, Holland and other 
Continental markets has been mentioned. But these countries are 
not large customers—the current Argentine contract with Belgium 
is only for 31,500 tons of frozen meat and that with Holland is 
probably smaller. Nor are they likely to be permanent customers. 
But at the moment they are apparently willing to pay higher prices 
than Britain, and this fact, presumably, is held to justify the 
diversion of supplies already under contract to Britain. 

Many will regard this reasoning as part of the now familiar 
process of pressure which precedes most of the trade negotiations 
in which Senor Miranda takes part. There is no evidence point- 
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ing to a sharp decline in Argentine meat production, despite the 
drought. Last year, the total cattle population numbered 41 
million head compared with 33 million in 1937, and although 
exports of meat were heavier than in the war years they were 
below the prewar level. Consumption of meat in Argentina 
has, of course, increased, and better quality steers have been going 
to the home market in preference to export. Hence the present 
hold-up in shipments to Britain must be interpreted as a bargain- 
ing more by Senor Miranda in preparation for his negotiations 
in London (according to latest reports, these may be postponed 
by a month) rather than as a dearth of supp-ies. Dr Edith Summer- 
skill has described the outlook for meat supplies as gloomy. But 
in the long run it might be well worth the sacrifice to forgo 
Argentine meat supplies, even though that would mean reducing 
the ration to 8d. or 9d. a week, rather than submit to harsh terms 
for prices and delays in promised deliveries. 

Such a policy would require courage, for at present meat 
supplies throughout the world are scarce and new ‘ources of 
supply cannot be rapidly developed. The Commonwealth 
Economic Committee has this week resumed publication of its 
annual review of world meat supplies, extracts froin which are 
included in this week’s issue of the Records and Statistics Supple- 
ment. In 1947, world exports of beef were 15 per cent smaller 
than before the war, and of pigmeat only half. On the other 
hand, shipments of mutton and lamb increased by 30 per cent 
and canned meat by more than 70 per cent. Total exports of 
meat were II per cent smaller than in 1938, although during the 
ten years the world population has increased by abcut 12} per 
cent. This decline in exports is not to be attributed wholly 
tc smaller output. Consumption has increased significantly in 
certain producing countries. In the United States, consumption 
of beef and veal per head was 30 per cent higher than in 1938, 
in Canada 13 per cent higher and in Argentina ro per cent higher. 
British consumption on the other hand tell by 24 per cent between 
1938 and 1947. 


* * * 


Britain’s Aid to Europe 


The first of the reports which, under the ECA bilateral agree- 
ment with the United States, Britain is required to make of the 
extent of aid received and the uses to which it is being put, was 
published last week as a White Paper.* Necessarily, it is impos- 
sible in most cases to relate the aid received to specific projects 
and developments in Britain’s economic programme. Hence the 
White Paper not only sets out the details of ECA procurements 
and deliveries of commodities and the extent to which the relative 
dollar reimbursements have been claimed and received, but also 
gives a brief account of the salient economic trends in Britain, 
including the role which Britain has played in economic co-opera- 
tion in Europe. As the report relates to the six months to the end 
of September, most of the information it contains has already 
been published piecemeal elsewhere. The White Paper does, 
however, draw the principal threads together and presents some 
useful information, extracts from, which will be found in the 
Records and Statistics Supplement this week. ~ 

Of particular interest isa brief analysis of Britain’s exports of 
capital goods and other essential commodities to Western Europe. 
The trend of these exports is shown below:— 


(Monthly averages: £°000) 
948 


1947 1 
2nd half Istgtr. 2ndaqtr. 3rd qtr. 
Metals and engineering 
BOOT en dn-s dnpiiie 14,759 15,972 17,871 18,394 
Textiles_and clothing ... 3,703 3,731 4,506 4.937 
Other manufactures ... 5,191 5,720 6,432 6,301 


It will be recalled that, at the time of the conclusion of the 
Intra-European Payments Agreement, it was stated that a large 
part of the unrequited exports which the sterling area is due to 
make to the OEEC countries would in fact come from countries 
other than Britain, although the aid ranks technically as British 
aid. Since Britain’s unrequited exports to the OEEC group were 
very substantial even before the Intra-European Payments Agree- 
ment was reached—in the first six months of this year Britain 
had a total surplus of £40 million in its balance of payments. with 
this group—it seemed that, after the Agreement, Britain’s own 
surplus was likely to decline. The above figures suggest that this 
is not happening, for exports of capital goods and other essentials 
have risen further. ; 


* Economic Co-operation. Cmd. 7570. 
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Difficulties of the Electricity Programme 


The electric power programme is making heavy demands 
on the nation’s productive resources and too little attention has 
been given to the extent to which it restricts the export of 
specialised plant—water-tube boilers, turbo-generators, trans- 
formers, and steel pipes—of which European countries are in 
particularly urgent need, If those European needs are not to 
be served—which will mean that this particular trade will go 
back into the hands of the German heavy electrical industry as 
soon as the Germans are able to resume it—it is the more 
important that corresponding benefits should be gained now by 
the British economy. Mr Gaitskell’s statement in the Commons 
jast week admitted that the expansion programme for power 
plant has fallen behind, and is falling behind further. The target 
proposed in the Economic Survey was a net addition of 1,020,000 
kilowatts to capacity. It has not been reached or even approached. 
The Minister of Fuel and Power attributed the failure partly to 
the fact that more plant than was expected has to be taken out 
of service for repair (this accounts for about 200,000 kilowatts) 
and partly also to the failure to complete between $00,000 and 
609,000 kilowatts of new plant within the time. He added that 
he thought it “most unlikely ” that the increase for next year 
mentioned in the Economic Survey—1,450,000 kilowatts—would 
be attained either, 

While nobody could congratulate Mr Gaitskell on these results 
he is at least to be commended on the frankness with which he 
has acknowledged the facts. The whole policy for the reduction 
of excessive peak load has been rendered unreal by the assump- 
tion that the peak load problem is a temporary and abnormal 
one, There has been too much reliance on figures of planned 
expansion which were obviously too hopeful from the first; 
it is salutary, though unpalatable, to have it made plain at 
last that a serious power shortage will continue in Britain for 
several years to come, The figures in the Economic Survey were 
too high, as Mr Gaitskell said, “in the light of the capacity of the 
manufacturing industries concerned, their export commitments 
and shortage of skilled labour and materials.” But there is more 
than that, He mentioned “lack of co-ordination in the placing 
of orders.” This, no doubt, is part of the reason why power 
plant is now being kept in store until new power stations have 
been built to receive it. Clearly, some of the capacity which has 
built this plant could have been employed in building new pliant 
for export, which would have benefited Britain as well as the rest 
of the world. Mr Gaitskell also mentioned “lack of standardisa- 
tion ”—which, he said, was “to a large extent inevitable while 
responsibility was diffused and before it was concentrated in the 
hands of a single authority.” On standardisation there is probably 
something more to be said. The Central Electricity Board, 
before it was absorbed in the British Electricity Authority, had 
already gone some way towards standardisation of generating 
‘plant. But there are practical limits to complete standardisation 
of power stations, whatever the authority building them. The 
ordinary practice of the engineer is to design his power station 
for the site and for the requirements placed before him. It should 
be possible for the British Electricity Authority to carry standard- 
isation further; but this will take time, and the possibilities, 
limited though they are, have yet to be fully exploited. 


* * * 


Negotiations for Canadian Wheat 


Negotiations with Canada on the price of wheat for 1949-50 
are continuing and a settlement may be announced while this issue 
of The Economist is in the press. The problem is complicated and 
a compromise satisfactory to both parties is bound to be. difficult. 
If the price is raised above $2 a bushel, Britain must either forge 
the purchase of raw materials from Canada (contracts for other 
foods having been agreed a week ago) or reduce its dollar reserves. 
But Canadian farmers, having seen three dollar wheat in pie 
year, are recalling the clause which was inserted into the 
contract whereby Britain undertook to recompense Canadian 
farmers in later years if the price in the earlier years proved to 
be below the world market level. Britain paid only $1.55 4 
bushel for Canadian wheat up to last June, while twelve months 
ago European countries were paying over $3.00 a bushel for 
American wheat. It is hardly surprising that Canadian farmers 
are asking for a relatively higher price in the coming season % 
compensation for relatively low prices in the previous ones, pai- 
ticularly as the price in Chicago is still about $2.38 a bushel. 

While discussions have proceeded in London this way, a com- 
plicating factor has emerged in the form of the new wheat 
conference which meets in Washington on January 25th. Its 
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po to draft a new international wheat agreement. The 
al point of the discussions in Washington will centre on the 
range of prices to be adopted in the agreement. In its predecessor 
(which failed to get American sanction earlier this year) the 
maximum price for five years was fixed at $2.00 a bushel and 
the minimum at $1.50 for the first season, declining thereafter 
by 10 cents a season to $1.10 in 1952-53. If the Canadian Govern- 
ment were to accept $2.00 as the 1949-50 contract price, then the 
schedule of prices in this year’s draft might be adopted in the new 
international agreement. Bur if Canada were to insist on a higher 
price for the contact with Britain, the prespects of a new agree- 
ment might be jeopardised. In such circumstances, Canada’s part 
in this week’s discussions may not have been unequivocally 
centred on higher prices now. 
x * * 


Currency for Christmas Spending 


The banking figures this week seem to belie the reports from 
some retail trade circles that Christmas spending in the shops 
this year has been below expectations. The Bank return revealed 
an increase in the total of the active note circulation during the 
week by no less than’£26.7 million, which must be one of the 
largest movements—if not the largest—ever shown in a single 
week. It compares with an increase of only {9,700,000 in the 
similar week last year. Then, however, the seasonal demands for 
currency were being obscured by the abnormal reflux of notes 
which was in progress in consequence of fears among black 
marketeers and tax evaders that a currency exchange might be 
in contemplation. A fairer comparison of this year’s trends is, 
therefore, with 1946, for which the corresponding increase was 
{18.8 million, The total note requirements of the Christmas 
season in that year were just under £65 million, spread over five 
weeks, This year’s demands, spread over three weeks, and with 
just over another week to go before Christmas, have already 
reached £54 million. Unless the past week’s withdrawal of notes 
from the Bank of England reflects unusually heavy precautionary 
drawings by the commercial. banks, it seems likely that the 
season’s total demands may well surpass those of 1946, and may 
even exceed the record figure of just under £69.7 million reached 
in the last Christmas before D-day, when public spending was 
enlarged by the presence in Britain of large numbers of overseas 
troops. 
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It seems likely that the week’s exceptional efflux has taken thé 
banks. by surprise. The effect has been to reduce the reserve. in 
the banking department of the Bank of England from £70 million 
ai end-November to under £17 million, while the Bank’s reserve 
ratio has dropped to 4 per cent. The reserve has only rarely 
been permitted to fall as low as this without steps being taken to 
replenish it by raising the fiduciary issue. If the requirements 
of the current week are as far in excess of the corresponding 
1946 demand as they have been in the past week, the remaining 
reserve would virtually disappear, so that an increase in the 
fiduciary issue would be inevitable. If, however, the demand 
slackens, it is possible that the authorities may take a chance, for 
they have this year the technical advantage that the Bank return 
next week will be made up two clear days before Christmas and 
the following return a similar period after Christmas, so that 
neither return is likely to reveal the full extent of this year’s 
currency demands. The fiduciary issue was last raised two years 
ago, from £1,400 million to £1,450 million. In 1947, for the 
first time since the early wartime period, no increase was neces- 
sary, while early this year, thanks to the abnormal. reflux of 
currency, there were three successive reductions in the fiduciary 
issue, to its present level of £1,300 million. 


* . 
Shell Offer to VOC 


Rumour has prevailed in the City for some weeks that the 
Royal Dutch Shell group intended to make an offer for the shares 
of Venezuelan Oi] Concessions not already held by them. Con- 
firmation has come this week in the announcement that Anglo- 
Saxon Petroleum proposes shortly to make an offer to the holders 
of preference and ordinary shares in VOC of £2 ordinary stock of 
“Shell” Transport and Trading for each outstanding VOC share 
of either class. This will entail an increase in the capital of Shell 
for which authorisation will be sought at a general meeting of the 
company. The offer is conditional on a sufficient acceptance by 
VOC. shareholders ; in this connection it will be recalled that 

‘a previous offer made some twenty years ago to Mr Gulbenkian, 
the principal outside holder of VOC shares, was not accepted, 
The price of VOC shares has been rising in the past month in 
expectation of the new offer, although the recent revolution in 
Venezuela has caused speculators to tread rather warily. 
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4,000 years ago record com- 
mercial loans made against the 
security of the harvest of sesame, 
the valuable Eastern oil-bearing 
plant. 

Nowadays, trade im every 
known raw material is facilitated 
by the hanks, whose credit 
facilities are based on the 
character, ability and experience 
of their friends engaged in 
exporting or importing. 


MARTINS BANK 


LIVERPOOL, LONDON & 600 BRANCHES 








Yes, exports destined for Australia and New Zealand can ‘ boomerang : 
if their price or quality is unsuited to the market. For although these 
Dominions are still eager for British goods and services, their buyers 
are becoming increasingly selective. _ a 
Exporters planning to sell to Australia and New Zealand are invited to 
consult the Overseas Department of The Bank of Australasia—where 

- they will find up-to-date information from the Bank’s branches down 
uber on local markets and conditions. 


THE BANK OF AUSTRALASIA 


(Uncorporated by Royal Charter 1835) 


HEAD OFFICE: 4 Threadneedle Street, London E.C.2. (Manager: G. C. Cowan) 
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Before the announcement, which came late on Wednesday 
evening, VOC preference were 6} and the ordinary 6} middle 
compared with the price of 3} for Shell ordinary, so that on the 
face of this comparison, the terms should appeal to VOC share- 
holders. Apart from any qualification which might ar:se about 
rights to current dividends, the attractiveness of the offer might 
possibly be tempered by other considerations—particularly the 
effect of dividend limitation in restricting the payment on VOC 
ordinary shares in 1947 to 24} per cent from earnings approxi- 
mately five times greater. Dividend limitation will certainly have 
had a dampening effect on the price of VOC shares while in the 
case of Shell its influence has presumably been smaller, since the 
7} per cent tax free dividend in 1947 was covered by earnings of 
only 10 per cent tax free. There may be scme minority shareholders 
in VOC who might prefer to take their chances in the rapid 
expansion of Venezuelan oil output in preference to the sheltering 
umbizila of a giant concern with werld wide interests. The fact 
that VOC is already controlled by the Royal Dutch Shell group, 
which distributes its products, may limit the importance of this 
point. From the viewpoint of Shell, the cffer obviously has great 
importance, for it closely follows the arrangement of a $250 million 
loan in the United States to finance further development of oil 
resources in Venezuela and to erect a refinery there. 


* * * 


South Africa’s Balance of Payments 


Evidence continues to accumulate about the extent of the 
deficit in the South African balance of payments. The statement 
of the Reserve Bank of South Africa for the week to December roth 
showed a further fall in the gold reserve from £45,301,c00 to 
£43,977,000. Over the same period the sterling holding fell even 
more sharply, from £45,756,000 to £42,176,000. The reserve ratio 
has fallen to 29.9 per cent. In the early part of this week it was 
announced that South Africa had beught $10 million from the 
International Monetary Fund, Failing the long-term dollar loan 


for which South Africa has been angling for some time past, it is ° 


taking its quota from the Fund. In an attempt to discover 
exactly what has hit them the South African authorities have 
recently been making more up-to-date calculations of their balance 
of payments than they have tried to do hitherto. Preliminary 
figures published this week measure. the balance of | pay- 
ments for the first nine months of this year. Over this period 
South Africa had a deficit of £134 million with non-sterling 
countries and of £60 million with the sterling area, These figures 
are of course exclusive of gold shipments and since a large part 
of these must be regarded as normal commercial transactions the 
apparent deficits give an exaggerated picture of the situation. 
The commercial element in*gold shipments may be taken 
as £100 million a year, or £75 million for the nine months (this 
being equivalent to the out of South African gold in this 
period). But even after allowing for this, the situation locks grim. 

To cover the deficit with non-sterli countries the 
Union used {£10 million sterling.of its non-sterling balances, sold 
£91 millien of gold to the United States, and bought £33 million 
of non-sterling exchange through the Bank of England. The 
purchase of exchange from the Bank of England was accom- 
panied by a sale of £24 million of gold to that institution, the 
balance being presumably financed by drawing down of South 
Africa’s sterling balances. The deficit with the sterling area— 
{60 million, according to the estimates—appears to have 
been more than offset by the inflow of capital from other sterling 
countries which, over this period, amounted to over £75 million. 
This nine-month figure is, however, likely to be deceptive, since 
the whole of that inflow must have occurred in the first half 
of the year and all available evidence shows that there was a net 
outflow of capital from South Africa dating approximately from 
the election of the present Government. 


* x * 


Freight Rates after Decontrol 


Since the Ministry of Transport’s schedule of freight rates 
was abolished at the beginning of the month, deep-sea tramp 
ships have been atcepting considerable reductions in certain 
trades. Tonnage for grain from Vancouver to the United King- 
dom has been arranged at rates as low as 82s. 6d., or 11s. 3d. 
below. the, former. schedule rate; and some vessels. have been 
fixed’ from” Australia to India at 1¢s. lower than the pfevious 
rate, alihough this was not a scheduled voyage. The Baltic 
Exchange Chartering Committee has fixed one ship homeward 
from Australia at a reduction of 7s,.6d. per ton, but business.in 
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this market is slow, since owners are reluctant to accept 
large reduction in view of the possibility of a long oman 
voyage in ballast to follow. 

These symptoms of weakness are by no means universal, The 
North Atlantic market, in particular, is showing firmness, and 
prompt tonnage is at a premium. This is due largely to a bunch. 
ing of tonnage in the East, which has arisen from the unfamiliar 
pattern of trade—the Plate homeward markets being moribund— 
and from the recent steering of British tonnage in that direction, 
In due course, no doubt, tonnage will redistribute itself more 
evenly. American charterers from North Atlantic ports to the 
Continent have been offering higher rates, but some British 
owners have been content to accept a slight reduction from 
Government charterers for similar voyages ; they have, perhaps, 
become rather “ schedule-bound” and unaccustomed to the idea 
of looking elsewhere for business. While it is still too early to 
take a too long-term view of the freight market trends as 4 
whole, there is already evidence that the removal of control was 
long overdue and that there will be plenty of scope for initiative 
among tramp shipowners. 


* * * 


Unearthing Enemy Assets ? 


The protracted process of segregating enemy-tainted assets 
in this country is, ostensibly, to be carried one stage further by 
a new return required by the Administration of Enemy Property 
Department (a joint department of the Board of Trade and the 
Treasury). Banks and banking institutions must submit to this 
department by January 31, 1949, a return of all securities and 
bank deposits held in London in the name of Swiss, Swedish, 
Spanish, Portuguese and Tangier banks, in respect of which the 
authorities have not yet received the declaration ABX. In declara- 
tion ABX, which dates from the wartime Defence Regulations, the 
identity of the ultimate beneficial owner on whose behalf the secu- 
rities are held in London must be disclosed. Assets probably valued 
at more than £5,000,000, mainly on Swiss account, appear to be 
involved, but the enemy interest in these assets is thought to be 
relatively small. Indeed, if a beneficial owner has not already 
declared assets by this time, he would no doubt have weighty 
reasons for not doing so, since Income from capital held in 
London cannot be remitted abroad unless an account is properly 
certified. 

The accounts which come within the scope of the present 
registration appear to belong largely to Frenchmen and other 
Continental nationals. These persons envisage a risk to the 
anonymous cold storage of theit London funds as a result of the 
declaration ABX. Foreign banks are not ¢mpowered to submit 
this declaration to their London agents without the consent of 
their clients. Up to the present the authorities have required only 
the registration of accounts still uncertified, and Swiss apprehen- 
sions that some further action is contemplated may appear some- 
what premature. But Mr Bottomley stated in a written Parlia- 
mentary answer last weck that he cannot give a categorical 
assurance that in no case will the information obtained from 
declaration ABX be divulged. Powers derived from the Defence 
(Trading with the Enemy) Regulations must remain confined to 
their proper sphere. 

‘ 


* * * 


Nationalisation of Dorman Long 


Sir Ellis Hunter recently set before the shareholders of 
Redpath Brown the consequences of steel nationalisation for their 
company—a subsidiary of Dorman Long, whose preference shares 
are in the hands of the public. In his speech to Dorman Long 
shareholders this week, Sir Ellis covered similar ground with @ 
demonstration of the practical advantages which had accrued from 
the commercial integration of the steel producing busineéss of the 
parent company with stecl using nie 2. in structural engincer- 

_ing—some of them departments of the company and others 
subsidiaries of it. By this form of integration, the parent company 
has obtained a valuable outlet for its finished steel; the subsidiary 
companies have been able to specialise in different branches of’ 


engineering work; and happy and efficient family relations have — 


been developed to the mutual advantage of the parent company, 
and its offspring anid its €ustomers.. “Today, the group’s interests 
represent sondeteah imately One quarter of the structural engincering 
capacity in this country and 60, per cent in the Union of South 
Africa ; they also include a valuable business in the Argentine. 


Sir Ellis Hunter is convinced that no corresponding advantage — 


would accrue to tite proposed Iron and Steel Corporation from 
the ownership or control of such steel-using undertakings, He 
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sugges: that the new Corporation will in fact have 

difficult problems of adjustment between the - ea ple 
the “ free ” firms in the ¢ngineering industry. If the new 
gorporation indulged in any form of price discrimination between 
these two broad classes would there not be an immediate threat 
to the “ public interest” ? Might there not, indeed, be circum- 
siances in which the Corporation found itself moved to neglect 
its own subsidiaries in favour of independent structural 
engineers ? If so, the Corporation would reap no direct gain 
from the control of engineering companies. 

The problem hinges on whether the Iron and Steel Corpora- 
non could successfully use its steel-consuming subsidiaries in 
order to stimulate the demand for steel in subnormal years, and 
to keep them employed to the best advantage in years of high 
demand. ‘That is the underlying reason why these interests were 
acquired and developed by Dorman Long—not as a matter of 
family favouritism, but as a stabilising influence on the fortunes 
ot the steel producing business of the parent company over good 
and bad years. The outward form of nationalisation preserves 
the appearance of this family structure, but appears to under- 
estimate its economic importance. And the compensation which 
will be paid to Dorman Long is, in the chairman’s words, 
demonstrably inequitable measured even by the book values 
shown in the published accounts, quite apart from the replace- 
ment costs of the fixed assets. 


* * * 


Brazilian Railways and Expropriation 


British undertakings abroad have taken punishment enough 
in recent years, but few have been reduced to the extremity 
revealed in the Leopoldina report. The directors declare that, 


quite apart from any agreement about the future ownership of 


the railway, the heavy working deficit has made it imperative 
that some short-term aid must be provided. The company has 
therefore continued to press requests on the Brazilian Government 
for financial assistance. Such a cri de caur is hardly the best 
advertisement for an undertaking which expects to be taken over 
by the Brazilian Government. But there comes a time when even 
the best British-owned undertakings overseas are unable to finance 
high wages and uneconomic charges out of their own pockets. 

When the directors issued their report on December gth they 
pointed out that the committee appointed last June to con- 
sider the purchase of the railway had reported to the Brazilian 
Minister of Transport but that the Brazilian Government’s attitude 
was still unknown. By a coincidence, on that very day the 
Brazilian President referred the matter to Congress, so that 
expropriation proceedings should now go forward. But until 
there is a much clearer indication of the sum involved, and the 
date and conditions of payment, stockholders of Leopoldina will 
be wise to exercise continued patience. The same precept applies 
in the case of Great Western Railway of Brazil, for which a 
scheme for expropriation will also be submitted to Congress, 
according to reports from Rio de Janeiro, Some store is being 
placed on the forthcoming visit to London of Senhor Machado, of 
the Bank of Brazil, and in particular on whether he will be 
empowered to discuss the taking over of these companies. Since 
expropriation would involve the use of sterling balances, a broad 
examination of the schemes would clearly fall within his general 
competence as an official of the Bank of Brazil. But it might 
well be found that their final form, and the allocation of purchase 
money for which they provide, would still have to be determined 
in Rio de Janeiro, where the Ministry of Transport has always 
maintained a guiding hand on expropriation policy. 


* * * 


Creat Universal Stores Finance 


The inclusion for the first time of all subsidiaries has produced 
some striking changes of magnitude in the group accounts of 
Great Universal Stores for the year to March 31, 1948. Total 
liabilities in the latest balance sheet are given as £36,062,718 or 
almost three times the figure for the consolidation in the previous 
year of the parent company and a smaller number of subsidiaries. 
Some £7,792,906 of the total represents current liabilities in the 
form of indebtedness to bankers and “other loans.” ‘This high 


figure has drawn brief comment from the chairmon, Mr Isaac 
“Wolfson, who attributes the increase to the need for finance in 


the normal course of business for the expansion of trade and to 
the additional companies consolidated. In view of the excep- 
the big tobacco companies and the Odeon group could match, 
atenclaere would surely welcome some more explicit indication 


35 


of the trend of the group’s short-term indebtedness—a trend. which 
cannot be measured in the accounts themselves. 

Thanks to a record turnover in 1947-8, group profit reached a 
new peak at nearly £3,000,000 although again precise comparison 
with the previous year is impossible. This apparently  satisfac- 
tory trading experience (despite reducea profit margins and 
increased costs) has necessarily entailed big additions to working 
capital in the past year. The value of stocks—which are stated 
to be “in a very healthy condition ”—is nearly 50 pes cent higher 
than the total value imputed to-consolidated assets at March 31, 
1946. Full provision has been made in the accounts for deteriora- 
tion of stock values “ where deemed prudent.” Total reserves 
amount to £4,465,040 and revenue reserves to £1,713,562. No 
specific provision is shown against a decline in the value of stocks. 

GUS centinues to extend its interests at a pace which -has 
involved rapid growth of its short term obligations. The interests 
of the company have this year spread to South Africa where 
control of general merchanting and multiple shop furnishing 
businesses has been acquired. In addition, the parent 
company has acquired control of Polikoff and Willsons (London 
and Provincial) Stores by share purchases. One feature of the 
expansion which ordinary shareholders in the parent company may 
note is the wide extent of outside interests. The preference 
capital of outside interests in subsidiaries is now £5,346,300 com- 
pared with the parent company’s total capital of £3,370,607 and 
ordinary capital of {1,120,607 ; total outside interests amount to 

£7,133,193. Payments to outside shareholders together with 
interest charges absorbed more than a third of group profit after 
taxation in the past year. 


* * x 


The Aspro Deal 


In their report on the Aspro accounts for 1947-8, the auditors 
draw the attention of shareholders to the purchase by the company 
of shares in Ivers-Lee Engineering, a packing machinery company 
and its subs diaries, for a sum of £145,000 “from persons 
including the directors.” Their statement read: “We have not 
received explanation, in our opinion, to justify the excess of the 
purchase price over the values of the underlying tangible assets 
as shown in the books of the companies whose shares have been 
purchased,” In his statement with the accounts the chairman of 
the company said that he would welcome questions at the annual 
meeting on the auditors’ qualification to the accounts. Indeed 
at the annual meeting last week it was evident that some share- 
holders were not satisfied with the explanations proffered by the 
board for their action, and a proposal to ferm a shareholders’ 
committee to investigate the circumstances of the purchase was 
only narrowly defeated, 

The accountants explained at the meeting that in their opinion 
the excess of the purchase price over the book values of plant and 
machinery acquired was £57,897, while £61,121 of the purchase 
price was attributable to goodwill. But this goodwill had in fact 
largely arisen as a result of the interest Aspro had taken in the 
development of a packing machine produced by Ivers-Lee 
Engineering. This interest had extended first to making a proto- 
type by another concern in which two of the directors were 
interested, and subsequently to an understanding that should a 
prototype be successfully developed—as was the case—Aspro 
would place substantial orders for machines. While it is not in 
dispute that the directors have taken decisions which have been 
in the best interests of the company, two separate points have 
been in debate. The first is that book values are the governing 
determinent of the value of assets for the purpose of a sale. 
That could never be admitted. The second is that the chairman 
and a second director were interested parties in the sale. Here 
the board took independent valuations as their guide to the 
purchase price. 


* * * 


Cotton and Wool Still Firm 


Cotton has remained steady in recent weeks and the New 
York spot price has even risen slightly to 32.95 cents a I. 
against 32.44 cents at the end of November. Cotto. consump- 
tion in the United States during the first two months of the 
1948-49 Season was at the same level as in the corresponding 
period last year, and the allocation of ECA funds to western 
Europe and China to ase American cotton is sustaining 
the overseas demand: is season, exports of cotton from the 
United States are expected to reach 4,000,000 bales or double 
last year’s level. But even if the United States does maintain 
its high level of consumption—and it is generally thought that 
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there will be some reduction—cotton supplies should not be 
tight. The final estimate for the recent American crop is 
14,937,000 bales—some 200,000 bales smaller than the November 
estimate, but still the largest crop since 1937. The grade is 
somewhat lower than last season’s although the average staple 
length is longer owing to a considerably larger proportion of 
staples of 1% inch and longer. The buik of Britain’s demand 
lies between {$ and tvs inch. The US Department of Agricul- 
ture does not propose to re-introduce production controls for 
the 1949-50 season and a further expansion in screage is 
expected. An appreciable quantity of American cotton has 
already been put into loan and this may partly account for the 
recent strength of the market. 

The first official estimate of the Egyptian crop is 1,730,000 
bales compared with trade forecasts of 1,600,000 bales. This 
represents an increase of over 30 per cent on last year’s crop, 
concentrated mainly in the long-staple varieties. Although prices 
in the Alexandrian market had fallen ‘quite sharply, particularly 
those for Karnak, a steadier tendency has recently been evident. 
Britain, India, and certain European countries are reported to 
have bought quite heavily, but there are indications in both the 
United States and Europe that lower count yarns are being spun. 

The upward trend in wool prices has been more marked than 
in cotton. By the beginning of December, merino prices had not 
fully regained the peak level of last June, but they were nor far 
short of it. For the finer crossbreds (§8s), prices are not much 
above their April level, while prices of the lower crossbreds 
have shown quite a significant rise and in most instances are 

lmost back to their. January level; for $6s the price reached 
the record average of 55d. a lb. These price movements clearly 
indicate a switch of demand to*lower quality wools, which will 
undoubtedly help the Joint Organisation in the disposal of its 
remaining stock. Demand for wool is still strong burt it has yet 
to be seen whether it can continue—whether all the textiles pro- 
duced in Eurepe will find export markets. 


* x * 


Barcelona Traction Bankruptcy Sequel 


The statement made by the chairman of Barcelona Traction 
in Toronto this week throws fresh light on the involved position 
which has arisen from the declaration, by a Spanish Court in 
Reus last February, that the company was bankrupt. The com- 
plexities of the battle for control of the company, to which must 

¢ added the part which Sefior Juan March plays in the affair, 
have removed it from the normal investment orbit. The original 
application for bankruptcy on the grounds that the company had 
failed to meet the interest on its sterling bonds was, to say the 
least, a legal process distinctly unfamiliar to British law. And 
it has since been disclosed that the Spanish Government failed to 
give permission for the transfer of available pesetas into sterling 
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to meet the company’s interest obligations despite the fact that 
Ebro, the Spanish operating subsidiary of Barcelona Traction, held 
no less than 160 million pesetas in cash in Spain—a sum which 
would have been sufficient to wipe off all arrears of interest on 
the sterling bonds. Moreover, since the chairman of Barcelona 
Traction estimates that the present replacement value of the 
company’s Spanish assets exceeds liabilities by some 2,500 million 
pesetas, “ bankruptcy” is hardly the proper teim to describe its 
financial’ position. 

The March interests, through Helvetia Finance Company, had 
purchased approximately £1,900,000 of the outstanding £2, 
64 per cent prior lien bonds by September, 1947. Whatever the 
part which these interests may have played in connection with the 
application for bankruptcy and whatever may have been at the 
bottom of a suggestion that a mew company should replace 
Barcelona Traction, in which these interests would control three. 
quarters of the equity, the position of Barcelona Traction, 
a Canadian registered company, has been made difficult if not 
indeed intolerable. Yet events may be working in favour of the 
company. On the representation of the Canadian and Belgian 
Governments, the case has been taken out of the hands of the 
judge at Reus and transferred to a special judge ; but proceedings 
have been delayed. Barcelona Traction have succeeded in their 
application to enter an appearance to oppose the bankruptcy 
before the special judge, and they have received legal advice in 
Spain that the Spanish bankruptcy proceedings at Reus were 
“wholly invalid and improper.” © Since Sefior March has a con- 
trolling interest in the prior lien sterling bonds, the London com- 
mittee representing holders of these bonds would presumably not 
be sympathetic to the move to get the bankruptcy rescinded. But 
the company has a strong ally in the receiver appointed in Canada 
by the trustee of both classes of sterling bonds, who will contest 
the bankruptcy proceedings in Spain in conjunction with the 
company. 


* * * 


Cutleok on the Rand 


The first batches of December Kaffir dividends to come from 
the big mining houses have made a fitting postscript to the 
address of Mr Robert Annan at the annual meeting of Consolid- 
ated Goldfields of South Africa last week. Investors in gold 
shares will derive only small comfort from either. True, there 
have been three increases in dividend worthy of note, but all 
had been expected. Blyvooruitzicht is paying a half yearly 
dividend of 9d. on the shares in their new 2s. 6d. denomination 
compared with 2s. 6d. on the old tos. shares paid in June last— 
a decision in line with the market’s expectations. In the Union 
Corporation group both East Geduld and Geduld have paid 6d. 
more than in June; the Geduld dividend is the same 6s a year 
earlier, but the East Geduld payment is 6d. higher. A surprising 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following com pany 
reports appear in the Supplement: Great Universal Stores; Slaters Bodega; Combined Egyptian Mills; Aerated Bread 
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reduction has been made by Durban Deep (of the Central Mining- 
Rand Mines group) from 1s. 9d. in December, 1947, and 1s. 6d. 
in June last to 1s, for the latest half year. 

There are, indeed, few pointers at present to. support the hopes 
of shareholders in the producing mines) Mr Annan was only 
able to point» to the depressed earning capacity of the mines, 
which has deteriorated to the level of sixteen years ago. He cor- 
siders that neither an increase in the price of gold nor a general 
decline in costs is in prospect, while the shortage of mine workers 
has become very serious over the past two years. Nor had he 
encouraging words for the developing mines. He cited the case 
of Libanon which will require {2,000,000 more than the prewar 
equivalent to bring extraction up to the projected rate of 100,000 
tons monthly. This is not a very favourable background for the 
investment prospects of established mines, or of the new properties 
which are being developed in the Orange Free State. 


. 


* & x 


Grindlays Bank Changes Hands 


An™ interesting banking déal was announced last week. 
The old-established Grindlays Bank, which since its conversion 
into a limite company in 1924 has been affiliated to the National 
Provincial Bank, which held the whole share capital of £250,000, 
has been taken over by the National Bank of India. An unusual 
by-product of this deal is that the National Provincial Bank 
acquires a participation in the National Bank of India, which is 
also making’ a cash payment for its purchase of the Grindlay 
shares. It is easy to see why the National Bank of India should 
have desired to extend its interests in this direction... The business 
of Grindlays Bank, although for many years based Jargely upon 
personal accounts, has long had important connections in India, 
nd in 1942 extended its sphere to Burma and Ceylon by the 
acquisition of the banking business of Thos. Cook and Son 
(Bankers). Ltd, . Although the bank has only two offices in 
London, it has nearly a score of branches and sub-branches in 
these territories. As a consequence of this overseas development, 
the bank, while retaining its personal clientele, has been increas- 
ingly engaged im commercial and exchange business of a kind 
similar to that traditionally conducted by the Indian exchange banks, 
of which the National Bank of India is one of the most important. 
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Despite this change in its affiliations, Grindlays will retain its 
separate identity and its own management. No major changes are 
contemplated in.its organisation ; in particular, its customers will 
contirue to enjoy the facilities afforded through the branch 
organisation of the National Provincial Bank. Grindlays’ paid-up 
capital and published reserves at present total £350,000 compared 
with deposits aggregating rather more than {20 million. To 
ensure a better relationship between the. bank’s own resources 
and the scale of its operations, the National Bank of India intends 
that the present capital and published reserves of Grindlays shall 
be “substantially increased” as soon as the necessary formalities 
can be arranged. 


Shorter Notes 


The President of the Board of Trade stated in a written 
Parliamentary answer on Tuesday that he had asked the Associa- 
tion of British Chemical Manufacturers to prepare a report on 
the chemicai industry. This is the first step. towards putting the 
Government “in possession of a comprehensive survey of this 
basic industry showing its long-term plans, its probable: lines. of 
development and the steps regarded as necessary to meet the 
objectives disclosed by the survey.” The scope of the survey has 
not been indicated and must be difficult to define. The member- 
ship of the Association of British Chemical Manufacturers com- 
prises most of the chemical undertakings, but, not (except for 
petroleum chemicals) the oil industry and not the soap and 


margarine companies. : 


The index of. industrial production. prepared by the London 
and Cambridge Economic Service shows. a rise of five points in 
October. The total index for October is given as 125 (1946= 100) ; 
the figure is, however, subject to revision. The September index 
is confirmed as 126. While the provisional October index reflects 
the resumption of full industrial activity after the holidays, it is 
also an advance on the previous highest level of 123, last recorded 
in April. A revised index of 140 is given for the motor industry 
(including cycles and aircraft) for September; this was an 
increase of 40 points over August, when holidays and the change- 
over to new models kept production down. The October index 
for the motor industry is 143. 
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Pity about 
young Arnold. . 


* The plans his Dad had for him?! But, 
instead of going away to school and 
‘varsity, the lad was sweeping floors f{ 
and packing parcels not long after his . 
{| ste, father died. Old Dr. Armstrong did his best 
y-r-he-_ | —he was trustee of the estate. But an over- 
‘fe worked doctor with little or no finaacial 
judgment is not an ideal trustee. The estate 
shrank seriously, and that put paid to young 
< Arnold’s chances. Wise trusteeship could 
have changed that boy’s whole life . . .” 


The cost of 
Trustee 
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COMPANY MEETINGS 


THE COMMERCIAL BANK OF SCOTLAND, 
LIMITED 
ANOTHER YEAR OF STEADY PROGRESS 


RECORD BALANCE SHEET FIGURES 
THE EARL OF MAR AND KELLIE’S ADDRESS 


The annual meeting of the shareholders 
was held in the North British Station Hotel, 
Edinburgh, on the 16th instant. The Earl 
of Mar and Kellie, the governor of the bank 


“presided, 


Before commencing the business of the 
mecting, the governor made reference to the 
loss the bank had sustained during the year 
through the deaths of Field-Marshal Lord 
Miine, the deputy governor of the bank, and 
of Sir Gilbert Archer, one of the ordinary 
directors, both of whom had maintained a 
lively interest in the welfare of the bank 
and whose wide knowledge of men and affairs 
would be greatly missed. 


In submitting the report the governor 
said :-— 

It is a great pleasure to me to meet the 
shareholders again in annual meeting, and to 
be in a position to submit for approval a 
report and statement of accounts which 
continue to shew steady progress, despite the 
uneasy condition of the times through which 
We are passing. 


NECESSITY FOR FACING FACTS 


A year ago I referred to the stringency of 
the economic situation in which our country 
found itself, and expressed the hope that, as 
the months went by, there might be a gradual 
bettering of conditions, but there is still much 
confusion of thought in the public mind as 
to the actual position and as to the remedial 
measures which might put us on the road to 
recovery. On the one hand there are those 
who realise the gravity of the situation and 
the dark shadow which lies over the economy 
and perhaps our whole manner of life; and 
on the other hand there are those who ap- 
parently look for no more than an illusory 
prosperity which brings with it larger wage 
payments or some form of easy profit, It is 
true that the frankness with which the 
Chancellor of the Exchequer has spoken on 
many occasions during recent months has 
done a _ deal to make the whole nation 
aware of the fate which lies ahead unless all 
sections of the —— give of their best ; 
but there is still room for much clearer 
thinking. I do not feel, for instance, that it 
is even yet generally realised that the cost of 
the recent war used up the large resources 
which we had accumulated overseas prior to 
1939—the earnings which material 
contributed towards paying for much of the 
food and raw materials which we require to 
import—with the result that we were left so 
impoverished financially that outside help was 
required to tide us over. The help which 
was forthcoming from the United States of 
America.and from Canada did not, however, 
bring the expected results, By the time the 
credits were exhausted, the ‘increase in our 
export trade.was still far short of what was re- 
quired to our payments. Failure in many 
cases—and for various reasons~-to reach the 
export targets which had been set, together 
with fisi Bares oe Bebe ees Saat 
off, and if further help had not been arranged 
our position would become precarious 
indeed. 

MARSHALL AID AND INTERNATIONAL 
TRADE 
The Foreign Assistance Act which was 
i by the President of the United States 
of America in the spring of this year to give 





effect to the Marshall Plan, is designed on 
broad lines to help a war-torn Europe— 
including ourselves—along the road to eco- 
momic recovery; and while it is as yet too 
soon to express an opinion as to the effect 
of Marshall aid on our own position, it is 
hoped that throughout the European countries 
concerned international trade will be stimu- 
lated with a consequent improvement in the 
economic condition of all. Without such 
help, our standard of life would have dwindled 
to a very low level ; but it would be well for 
us to keep prominently in mind that Marshall 
aid can only be a temporary measure, and that 
the ultimate solution of our difficulties will be 
found in better production, which means for 
all of us harder work whether by brain or 
muscle ; a determined effort to bring about 
a substantial reduction of government ex- 
penditure which is still eating up too great 
a proportion of the national income ; and an 
easing of the intolerable burden of taxation 
which is meantime being borne both by in- 
dustry and the individual. 


CRIPPLING EFFECT OF CURRENT TAXATION 


So far as industry is concerned the current 
rate of taxation and the method of its appli- 
cation are having a crippling effect on re- 
equipment and development from both. of 
which might be expected an increase of pro- 
duction per man-hour with consequent 
reduction of costs. As it is, costs have risen 
to such heights that in certain overseas 
markets, at least, we are now finding it 
difficult to compete because of our price level. 
In brief, our prices are too high, and it is 
time that something was done to 
burdens which are being carried by industry, 


INCENTIVE NECESSARY FOR SAVINGS 


The individual also requires an incentive 
not only to work, but to save, and although 
the habit of saving is inherent in the character 
of the people of this country: ticularly in 
Scottish men and women e is little 
margin on any individual income for that 
purpose at the moment. After a period 
of austerity inspired by conditions of war, it 
is inevitable that family and household needs 
be satisfied to some extent, and because of 
that, it is not surprising that new small savings 
have suffered something of a set-back during 
the past year; but the fact remains that even 
the most necessary personal expenditure is 
now governed largely by price, and business 
houses are not finding it easy to keep stocks 
from accumulating. An easing of the taxation 
situation for all concerned would be welcome, 
and for the individual might do much to 
preserve the habit of saving which otherwise 
might lose some of its prominence and im- 


portance in the process of trying to make ends 
meet over too long a ecriod = Personal saving 
must be fostered, and one of the finest 


stimulants would be an example of strict 
economy im state expenditure, 


INCREASE OF NEW INDUSTRIES IN 
- SCOTLAND 


Scotland , of course, of { 
to us as a bank, and I am happy; 
ee ee 

ihe tong i ioe have yetied 
Gn chs besry Induce phat to Wale the 
mainstay of our economy, and while coal, 
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iron, steel and shipbuilding will continue 
occupy the key positions, it is most hearcning 
to _at the array of new industries (or 
industries come to life again) which are now 
spreading throughout the country. The peak 
of development has not yet been reached— 
there has of necessity been a slowing downa 
because of the cut in the capital expenditure 
programme—but even so, there is now a 
diversity of lighter industries which, I am 
sure, will stand us in very stead for the 
future. Added to all this, the North of Scot- 
land Hydro-Electric scheme will, in time, open 
up other large fields of development and, 
generally one it looks as if the economy 
of Scotland will, in the years to come, be much 
more soundly based than it has been in the 
past. Various bodies, including the Scottish 
Council (development and industry) and the 
Board of Trade, have played a leading part 
in bringing about this state of affairs, and the 
result of their efforts is encouraging. 

As you would expect, we have not been 
behind in providing financial assistance, for 
both old and new concerns, and in that 
connection, I think you will find adequate 
proof in the figures of the report which J] 
Shall now ask you to consider. 


RECORD BALANCE SHEET TOTAL 


You will find substantial increases under 
nearly all headings of the balance sheet, 
bringing out a total of just under £ 139,000,000, 
This figure is greater than last year’s total 
by almost £9,000,000, an easy record in the 
bank’s history. 

The Paid-Up Capital is unchanged at 
£2,600,000, and is held by almost 9,006 
individual shareholders, which means that 
the average holding is approximately £290. 

The Reserve Fund, to which has been 
added £100,000, now stands at £3,900,000 
and is £1,300,000 in excess of the paid-up 
capital. 

Notes in circulation, at slightly less than 
£12,000,000, shew a small decrease onthe 
year, but the figure is still at a high level, and 
the slight fall has no special significance. 

Deposits and other credit — balances, 
amounting to almost £116,000,000, are more 
than a year ago by over £8,000,000, These 
are record which are well spread over 
our network of offices, and the steady growth 
persists despite the heavy drawings upon us 
by expanding industry. 

Acceptances and engagements on account 
of customers, at £4,465,000, are up on the 
year by over £1,000,000, which is in line 
with the increasing business being done by 
our customers in the international ficid. 
- is still room for further development 


> ASSETS 


On the asscts side, the first five items, 
representing cash, balances with other banks, 
ey ee a et ee 

itish Government treasury bills and British 


Government treas deposit » aggre- 
gate over 139,000,000, while British Govern- 
ment sccurities stand at over £67,600,000. 


little change compared with last year; but 
taken together, the} exceed £ 107000,000— W- 
equivalent to 84 per cent. of our liabilities 
to the public in respect of notes in circulation 
and deposits, . 

The market value of our investments is 


than. the figure appearing in the 
an sheet, and the phim ial, 4 been 
carefully selected with regard to ‘maturity 
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them in their various enterprises, it also 
points to the shortage of ing. capital 
which is becoming generally apparent, and 
pethaps also indicates an inability under 
present conditions to turn over stocks as 
rapidly as formerly. 


YEAR'S PROFIT 


As to the results of the operations of the 
year, you will observe that the profit shows 
an increase of just under £4,000, which may 
be considered satisfactory when account is 
taken of the burden of taxation and the 
heavy drain of ever rising costs. Out of the 
sum available the directors have allocated 
£100,000 to reserve fund; £100,000 to 
increase the fund for Officers’ Pensions, and 
£25,000 to the widows’ fund. 


DIVIDENDS 


Interim dividends on the “A” shares of 
74 per cent., and on the “B” shares of 5 
per cent., less income tax, were paid in July 
last, and it is now proposed that a further 
distribution of 74 per cent. on the “A” 
shares (making 15 per cent. for the year), 
and 5 per cent. on the “ B” shares (making 
10 per cent. for the year), both subject to 
income tax, be approved. After payment of 
these dividends and allocations the carry 
forward t© next year’s account amounts to 
£91,233. 

TRIBUTE TO STAFF 


As you have listened to this review it must 
have otcurred to you that the results could 
not have been achieved without the loyal 
co-operation of all members of the staff, and 
on behalf of the shareholders, and of the 
public whom we serve, I offer them our 
sincere thanks. The high standard of helpful 
service which our staff afford to our customers 
is something which is well worth fostering, 
and I am happy to tell you that a few weeks 
ago I had pleasure of opening Ramsay 
Lodge as a staff hostel and training centre. 
Three years ago, as you may remember this 
historic building was acquired for the purpose 
of setting up such a centre and, while it has 
taken rather longer than was anticipated to 
have the necessary alterations carried out, 
the venture has now been launched—the 
first in the annals of Scottish banking. It is 
our hope that the successive generations of 
commercial bankmen who will pass through 
the centre, will be better equipped to deal 
with the complexities of modern finance ; 
able to advise customers wisely in all matters 
of business; and ready to play their part in 
local affairs. All of us wish the new organi- 
sation, and all who may be associated with it, 
much success and happiness. ‘ 

The governor then moved the adoption 
of the report and the motion having been 
seconded by Mr Ian W. Macdo was 
put to the meeting and carried. 

At the close of the meeting cordial votes 
of thanks were accorded to the directors and 
the staff for their services during the year 
and to the governor for presiding. 


INDUSTRIAL CREDIT 
COMPANY, LIMITED 


FINANCE FOR IRISH INDUSTRY 


The fifteenth ordinary generai meeting of 
this company. was held, on the 9th instant, 
at Dublin. : 

The chairman, in the course of his speech, 
said: After deducting administrative . ex- 
penses. of £12,099 there is a net profit of 
£105,652, . Provision for taxation requires 
£38,996, 

Your directors propose to. increase the 
annual dividend from 3 per cent. to 4 per 
cent., which, less tax, would absorb £21,463, 





also internal reserves. tea 000, 
oe tributed profits Y £19,708 
(against. £14,516). 


One of the main purposes of the compan 
Was 10. assist i the deamlapenest. in, tselonnl 
rn capital. market for industrial issues. 

¢.is in the country a unique position in 
this respect, by virtue of the fact that every 


citizen is free 10 invest his money outside the 
country, Thus, new Irish industrial issues 
have to compete as regard attractiveness 10 
the investor with securities quoted in the 
London Stock Exchange, with dividend 
records and also securities with speculative 
possibilities, Despite this competitive element, 
the new Irish industrial issues have gradually 
over the years established themselves. in 
popularity with the investing public in this 
country, so much so that latterly a number 
of issues sponsored by us have been over- 
subscribed to the extent that some thousands 
of applicants have had to be disappointed 
in the matter of alletment of the shares on 
issue for subscription or offer for sale, and 
it may fairly be claimed that by now Irish 
investors havé come to realise that invest~- 
ment in these Irish industries of transforma- 
tion presents opportunities fully comparable 
with investment in industrial enterprises out- 
side the country. 
The report was adopted. 


LAKE VIEW AND STAR, 
LIMITED 


DIVIDEND 47; PER CENT. 


The thirty-eighth annual general meeting 
of Lake View and Star, Limited, was held 
on the 16th instant in London. ; 

Mr G. Golthorpe Hay, the Chairman, in 
the course of his eat said: Costs have con- 
tinued to rise as a result of wage increases 
and the ever increasing cost of supplies, to- 
gether with the shorter working hours and 
holidays-with-pay granted by the Arbitration 
Court. Despite this the results achieved 
show how efficient management has been 
able to cope with the many difficulties met 
with in gold mining today. ‘ 

With such substantial assets, as shown in 
the balance sheet and the General Manager’s 
report, you will realise that better results 
would have been obtained had sufficient 
labour been available to meet our full re- 
quirements. 

I understand that the Authorities in Aus- 
tralia are endeavouring to attract immigrants. 
In our own property there are fine oppor- 
tunities for employment and, if the men de- 
vote their spare time to study and training 
at the up-to-date School of Mines in Kal- 
goorlie, they would have every opportunity 
of qualifying to become trained miners and 
plant operators, thereby allowing the gradual 
enlargement of the industry, and particularly 
that of our own concern, 

The tonnage milled at 573,131 tons and 
the average grade at 5.05 dwt. per ton are 
both slightly below last year’s figures, the 
former being partly due to shortage of under- 
ground men and the reduction in working 
hours, and partly to the floods in February 
which damaged sections of the mine work- 
ings and surface plant. Ore reserves of 
3.995.800 tons averaging 4.87 dwt. show an 
increase of 112,000 tons. 

At the Chaffers re-treatment plant 619,926 
tons were treated up to June 8th last, when 
the whole of the dump having been 
treated along with selected portions of the 
adjoining dump, operations ceased. Since 
that date the plant has been operated to 
cyanide the current flotation tailings and cal- 
cine residues from the Chaffers plant, 
whilst since August 18th the treatment of a 
further calcine dump has been undertaken 
concurrently so that the plant worked at 
maximum throughout. ’ 

The mining profit of £389,409 is lower 
than that for the previous year. After pro- 
viding for depreciation, taxation and divi- 
dends totalling 474 per cent and tans- 
ferring £10,000 to general reserve the amount 
carried fi from mining operations is 
£28,672, which’ compares. with {£36,136 
brought in, These results, though satisfac- 
tory, would have been even more so had it 
not been for the heavy burden of present day 


tion, * 
The report and accounts were unanimously 


adopted. 
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_ WALMSLEYS (BURY), | 


. SATISFACTORY RESULTS 


The sixteenth ordinary general meeting of | 
Walmsleys (Bury), Limited, was held, on the’ 
16th instant, at Bury. 

Mr John Parks Wolstenholme (deputy 
chairman and joint managing director), who 
presided in the absence, through indisposi- 
tion, of the chairman, Mr John Wolstenholme, 
said, in the course of his speech: -— 

The group profit for the year amounts to 
£66,108, After providing for a final dividend 
of 10 per cent on the ordinary share capital 
(making 16 per cent. for the year) the balance 
of the group profit to carry forward: is 
£263,169. All the subsidiaries have shown 
profits on the year’s trading, and, whilst I am, 
always hesitant about making promises, I feel 
sure that we can look forward. to improved 
uading results in the future. 

Walmsleys. (Sury),.. Limited, and Bentley 
and Jackson, Limited, are primarily concerned 
with the design and manufacture of pulp and 
papermaking machinery. These two com- 
panies have maintained their positions as 
leading engineers for this type of equipment. 

ing the year under review they have 
completed several large contracts for home 
and abroad. 


HOME ORDERS 


The home orders completed included a 
very large mill reconstruction by Walmsleys 
and a complete new paper machine by Bentley 
and Jackson. The design, construction and 
successful installations have brought forth 
letters of thanks and appreciation from both 
customers. Other substantial contracts have 
also been dealt with satisfactorily in the same 
period, and we look forward to the successful 
conclusion in the near future of several large 
machine contracts of special priority for the 
home market. 

Ashworth and Parker, Limited, have been 
fully occupied on the manufacture of their 
well-known high-speed steam engines, over 
80 per cent. of which have been for export. 
Walker Brothers (Wigan), Limited, have been 
faced with many difficulties, due ‘to the 
change-over from wartime to peacetime 
products, and due also to the fact that they 
have had to accommodate themselves to 
some extent, to the manufacture of pulp and 
papermaking machinery, which was _ the 
primary object for ‘acquiring this company, 
and which has been a great help to us. 

Walkers, of course, specialise in the design 
and manufacture of mining machinery, diesel 
railcars, municipal vehicles and general pur- 
pose vehicles. They have completed many 
contracts fer such equipment, and their order 
book is in a satisfactory condition. It will 
take some time to achieve completely satis- 
factory results, but an excellent beginning has 
been made, and I have every confidence that 
Walker Brothers (Wigan), Litnited, will turn 
out to be a valuable member of our group. 


EXPORT BUSINESS 


Much of your company’s present business 
is in export markets. We have worked on, 
and brought to an advanced stage of con- 
struction several papermaking machines for 
abroad, and it is expected that these will 
be completed before long. We have further 
substantial orders on hand for Australia, New 
Zea India, the Argentine, Denmark, 
E pt, inland, France, Norway and Sweden. 

ger our last meeting the chairman has 
paid a visit to Australasia, and he wishes me 


to assure that the reputation of the 
House of oe a the Continent stands) 
very high indeed. has expressed his great 


pleasure at being able to see for himself the 
excellent results which are being obtained’ 
in Australasia from the equipment supplied’ 
fromm I cisco thor thee Wubanieg coaiiputaet 
he . certain panies. 
will. receive more large contracts from this. 
contingent. — 
The report was adepted. 
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CRITTALL MANUFACTURING COMPANY, 
LIMITED 


LARGER NET PROFIT 
EXPANSION OF EXPORTS 
LORD BRAINTREE ON THE OUTLOOK 


The twenty-fourth annual general meeting 
of the Crittall Manufacturing Company, 
Limited, was held, on the 15th instant, in 
London, Lord Braintree, chairman and 
managing director, presiding. 

The Chairman, in the course of his speech, 
said: Stocks and debtors again show in- 
creases, which reflect the increased turnover 
in the period and the fact that, anticipating 
continuity. and even increase in the rate of 
house building at the beginning of the 
period, we increased our stock of finished 
windows. It is a matter of record that the 
rate of house building was reduced as part 
of the limitation of national capital expendi- 
ture. This reduction took place half-way 
through the period. Uncertainty as to re- 
quirement made it difficult to adjust the 
balance of finished stock before the end of 
the financial year. Reductions have since 
been made which will make it possible to 
run through the winter on an even keel. 


INCREASED LIQUID RESOURCES 


The net liquid resources of the gronps at 
£1,479,651, show an increase of £199,484 
for the year. ing the reserve for 
future taxation, the real capital employed 
in the company, comprising issued capital, 
share premium account, reserves and un- 
distributed profits, amounts to £3,538,965, 
which figure does not take into account the 
excess in the value of trade investments. over 
their book value at August 31, 1948. 

The revenue reserves, other than those for 
future taxation, show an increase of £171,881 
over last year, which is attributable to the 
increase in the amount of profits retained in 
the businesses as well as the surplus arising 
on the disposal of a subsidiary company, 
Wood Surrounds, Limited, which was re- 
dundant to our requirements. 


NET PROFIT 


The aggregate charge for taxation, 
£246,836, is some £8,600 lower than last 
year, due largely to the cessation of excess 
profits tax at December 31, 1946. The net 
profit, after deducting the profits of subsi- 
diaries attributable to outside interests or not 
distributed, amounts to £219,128, an increase 
of £3,317 over last year. To this should be 
added the amount brought forward from last 
yest, £91,944, ing an amount available 
or distribution of £311,072. Out of this 
amount the directors decided to write down 
the investment in our village at Silver End, 
which jis maintained out of revenue, by 
£41,273. 

After giving effect to this and after de- 
ducting dividends already paid, there remains 
an amount available for distribution of 

193,486, as shown in the directors’ report. 

ut of this we a final dividend 
on the ordinary stock of 10 per cent, actual, 
less ee tax, 7 a per cent. for the 
year. In arriving at this figure we are again 
guided by the request of the Chancellor of 
the Exchequer that there shall be no increase 
in divid : Joe Saree te gore tet 
account carried forward is £1 ATL, an in- 
crease of £67,167 over last year’s figure 

INCOME FROM INVESTMENTS 

The net income from investments at home 
and overseas last year accounted for Lol4ss, 
The figure this year is £44,540, a reduction 
of £16,905. taney accounted for by the 
liquidation of Wood Surrounds, Limited. It 


follows that there is a corres 


in the net profit attributable to the " com- 
pany’s own manufacturing and g activi- 


ties. The figure last year was £154,366 and 
is this year £174,588, an increase of £20,222. 

This figure is the more remarkable in view 
of the adverse effect of the cut in national 
expenditure which took place half-way 
through the period. We were geared to 
produce standard windows for housing at an 
even greater rate than in the peak prewar 
years of 1936-37. Almost overnight we had 
to reduce production, and the despatches of 
standard windows in the second six months 
were 30 per cent. lower than in the first 
six months, whereas the figures for the pre- 
vious year showed an excess of the second 
half over the first. 


SATISFACTORY EXPORT RESULTS 


Fortunately, the spade-work we have been 
doing to build up an increased export busi- 
ness has borne fruit. You will recollect IT 
told you last year that we were exporting 
at a rate approximately five times our pre- 
war figure. I am glad to say that we have 
sent approximately 10 per cent. more goods 
overseas during the year under review than 
in the previous year, while the orders re- 
ceived in the period are approximately 50 per 
cent. higher. 

We are satisfied with our export results, 
principally because of the many new markets 
we are now serving. During the year we 
exported to $4 countries. There are still 
markets from which we are now excluded, 
but which would be open to us but for the 
present import restrictions. There is also 
the effect of the Palestinian trouble on the 
very valuable Middle East market. There 
are other markets which are suffering from 
disturbance, the ending of which cannot fail 
to improve our prospects. In all the cir- 
cumstances I believe it will be possible to 
increase our export in the current r. 

Fortunately, we have never r pro- 
duction results as static, and we hold to the 
view that we must and can keep pace with 
such setbacks as reduction of turnover. It 
is a source of satisfaction to me that we 
have not d it mecessary to ask for an 
imcrease im price on this account, because 
such increases can only act as a deterrent to 
the full-time resumption of building. 

CALL FOR GREATER EFFICIENCY 

The call for greater efficiency in industry 
is addressed to all trades. Some have already 
reached a very high state of efficiency, but 
in many others the margin for economy is 
great and should certainly take care of a 
measure of reduced output. There is also 
the question of absorbing increases in labour 
and material. I take the line that, where these 
cannot be met increased efficiency, con- 
sideration should be given to whether a 
reduction in profit is not better business than 
passing the increase on to the consumer. The 
value of such increases is, in my opinion, 
iflusory. They must have an adverse effect 
on the community in the long run and, par- 
ticularly in relation to export, cannot be 
sustained. 
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th:« much yet remains to be proved as ¢ 
its suitability from a weather resisting pola 
of view. It is already established that there 
are alloys of aluminium which have a hi 
weather resisting quality, but even neh 
these the question of further treatment sub. 
sequent to installation arises.. The use of un- 
suitable alloys simply means that there will 
be metal windows more vulnérable to the 
effects of weather than steel windows which 
have not received some better protection than 
painting. 

There can be no doubt that, short of 
bronze windows, the best metal window so 
far evolved, from the point of view of per- 
manence and low maintenance cost, is the 
steel window treated by the process of hot 
galvanising. If appearance is a considerction, 

inting after galvanising is indicated, 

cause of these doubts as to the perform- 
ance of aluminium, the largest maker of 
metal windows in the United States has de- 
cided to stick to steel exclusively. We do not 
go so far, but we believe that prospective 
users of aluminium should be warned of how 
mecessary it is to ensure that the right kind 
of aluminium is used. 

THE CURRENT PERIOD 


In dealing with the current period, so 
much depends on issues beyond our control. 
There is the overriding question of the gap 
between exports and imports. We can only 
do our best in the field in which we are 
working. Since the end of last period we have 
curtailed our production to the point that we 
can see our way through the winter months, 
which are, of course, an off season for build- 
ing. We have now turned on the tap and 
hope to be able to re-establish and mainiaia 
the economic level of employment and pro- 
duction which we had at the early part of 
last year. We cannot expect as high a rate 
of house building, but there are indications of 
increased building in other directions. 

I have spoken of the possible increase in 
export and of using our capacity in other 
directions. The urge to greater efficiency, if 
it means anything at all, means cheaper pro- 

ion, and I fail to see what is the use of 
cheaper uction unless, after providing for 
reasonable profits and reserves for re- 
equipment, the customer benefits by the 
result. I regard the figures of the last two 
years as a target which will be hard to main- 
tain in the current period, but nevertheless 
I see no reason to doubt that we can produce 
a satisfactory result. 


PENSION SCHEMES 


' It will be remembered that fast year a 
provision of £80,000 for the extension of 
pension schemes was made out of the profits. 
Since the last meeting a lot has been done 
towards providing all chgible with 
life assurance while employed with the com- 
pany, and a ion which, with the national 

nsion, will provide a decent standard of 
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fine job in helping us to mect the problems 
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DORMAN LONG AND COMPANY, LIMITED 


SIR ELLIS HUNTER ON NATIONALISATION 
ALL BRITISH INDUSTRY THREATENED 


The fifty-ninth ordinary general meeting 
of Dorman Long and Company, Limited, was 
held on the 16th instant, at Caxton Hall, 
Victoria Street, London, S.W.1. 

be Ellis Hunter chairman who presided 
sad: 

My first reference must be to the Joss the 
company has sustained by the death of Vis- 
count Greenwood, who was our chairman 
for fourteen years. He served the company 
with ability and devotion. His genial 
presence at board and annual meetings will 
be missed by us all and I wish to acknow- 
ledge our appreciation of his work for 
Dorman Long and express the deep regret 
we feel that his friendly counsel and wide 
experience are no longer available to us. 

1 should like to express my appreciation of 
the confidence shown in me by my colleagues 
on the board in appointing me chairman. It 
will be my endeavour to serve the interests 
of the company as actively as im past years 
and to guide its affairs so that the standing 
and credit of Dorman Long is sull further 
progressively enhanced, 

The late chairman a year ago stressed the 
desirability of a realistic approach to the 
relations of the Government with the indus- 
wy so that a permanent settlement might be 
achieved which would give the Govern- 
ment effective control of general policy with- 
out destroying the advantages of private en- 
terprise. Unfortunately the policy of 
moderation urged by Lerd Greenwood has 
been rejected. 


BOARD UNANIMOUS 


It is a melancholy thought that political 
obsessions have caused the future of the iron 
and steel industry to become a political issue. 
The directors of Dorman Long are unani- 
mously opposed to nationalisation and are 
determined to support to the ful! the efforts 
of the British Tron and Steel Federation in 
its resistance to the Bill. The Government 
have failed to display any real sense of leader- 
ship to which not only the steel industry but 
instil generally could have responded. 
The effect of the Government's failure will 
be to discourage industries from organising 
themselves and increasing their efficiency so 
that they could more effectively conform 
with the Government’s general economic 
plans. In the past fifteen years the steel in- 
dustry first through the Import Duties Advi- 
sory Committee and more recently the Steel 
Board, built up an orgamsation able and will- 
ing to co-operate with the Government in 
implementing national economic policy. 

The result of the self-restraint and co- 
operative spirit shown by the steel industry 
is the present Bill to nationalise it. This is 
surely the negation of leadership and is 
bound to have serious t 
out industry, making it wellnigh impossible 
for industry to respond to the Government's 
frequent and urgent pleas for co-operation. 
This is a serious matter. All who are anxious 
to s¢e our country restored to full economic 


health and her traditional place in world ~ 


affairs must hope that the Bill will never be 


tween managements and employees. I 

not exaggerate when I say that nationalisation 
of steel would be a disaster for the country, 
Not only steel but virtually the whole of 


2 
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STRUCTURAL ENGINEERING 


In the case of Dorman Long there are two 
aspects of nationalisation to which you will 
expect me to refer—our structural engineer- 
ing interests and the proposed terms of com- 
pensation under the Bill. 

Dorman Long are a company -arrying on 
all the activities listed im the Second 
Schedule, 

In addition, they have various other 
activities, outstandi among which ts a 
number of structural engineering businesses. 
Some of these are organised as departments 
of the company, while others are separate 
concerns in which the company owns the 
whole or a substantial part of the shares. 
These interests represent approximately one 
quarter of the structural engineering indus- 
try in this. country, 60 per cent. in the 
Union of South Africa and a valuable busi- 
ness in the Argentine. 

These businesses have been developed or 
acquired over a period of many years with 
the object of obtaining an outlet for the com- 
ps output of finished steel in the United 

ingdom end abroad. 

The advantage of such markets to a steel 
producing firm in competition with others is 
evident. The subsidiaries can specialise in 
different branches of engineering work: the 
demand for special classes of products can 
be distributed amongst them: competition 
and duplication can be eliminated within the 
group, though use can be made of the name 
and goodwill of the group firms in obtaining 
business suitable for the parent company as 
steelmakers. 

Under nationalisation the Corporation as 
the sole steel suppher could gain nothing 
from the ownership or control of United 
Kingdom markets for its steel. The Cor- 
poration would, in fact, be faced with diffi- 
cult.problems of adjustment between “ asso- 
ciated” and “free” firms in the engineering 
industry. Any form. of price differentiauon 
would conflict with the public interest ; the 
placing of orders in accordance with the 
public interest, particularly as regards em- 
ployment, might well. require the Corpora- 
tion to neglect its own subsidiaries in favour 
of independent firms. The Corporation 
could gain nothing by its control of the 
United Kingdom engineering subsidiaries 
except by way of dividends on this invest- 
ment, against which would. have to be set 
the risks of loss. through idleness of the 
engineering. works in periods of depression, 
at the very time when the Corporation’s own 
specific activities would be. curtailed. 


DIFFICULTIES FOR CORPORATION 
The Corporation could not gain anything, 
as an independent competitive concern could 
have done, by going all out to obtain the 
maximum share of she engineering business 
available so as to mitigate the adverse effects 
of trade depression on the demand for its 
steel production, becatise the Corporation 
would control the whole steel output already, 
and any business its engineering subsidiaries 
attracted to any particular steel-producing 
unit would merely be diverted from some 
other unit for which the Corporation would 
be equally responsible. 
ificulties would also appear to confront 
the Corporation if it continued to control 
subsidiaries trading abroad. It is no doubt 
true that increased orders for the steel works 
might result from the activities of the Cor- 
tion’s foreign engineering subsidiaries ; 
ut in obtaining such orders it would be pre- 
senting itself as 2 state-owned competitor 


e regarded as conducting their Iness not 
on ordmary ja) principles, but in the 


COMPENSATION TERMS UNJUST 


The compensation terms of the Bill com- 
pletely fail to take into consideration the 


Some companies, and Dorman Long is an 
outstanding example, have for many years 
been building up resources im order to im- 
prove their technical efficiency while others 
have been distributing in dividends to their 
shareholders a far higher proportion of their 
profits. The terms for compensation strike 
a crushing blow at those companies whose 
policies most deserve encouragement in view 
of the industry’s need for progressive recon- 
struction and development. The terms are 
demonstrably inequitable to Dorman Long 
by reference to the published accounts, and 
it should be realised that because of the 
conservative fimancial policy we have fol- 
lowed for several years past the fixed assets 
are included at book values far below what 
they are worth today. 

The facts clearly demand that should 
nationalisation take place, compensation 
should be based on valuation by independent 
experts. 


HIGHER OUTPUTS 


Output of ironstone at our Cleveland mines 
was 773,502 tons, am increase over the 
previous year of 101,597 tons. Iron produe- 
tion last year was 1,206,401 tons, against 
908,320 tens, production of ingots 1,549,270 
tons, or an increase of 282,409 tons for the 
year, and rolled steel output reached 1,261,298 
tons, compared with 1,079,178 tons in the 
previous twelve months. From our larger 
make of pig iron it has been possible to help 
relieve iron shortages in other parts of the 
country. 

These increased outputs and the freedom 
from the transport difficulties and severe 
weather conditions which particularly affected 
the first half of the previous year, have been 
accompanied by improved profits at the Lren 
and Steel Works. Continued improvement 
has also been shown by the subsidiary com- 
panies at home and abroad. Asa result the 
group profits have increased by £1,208,581, 
but United Kingdom taxation has mereased 
by £506,093, and depreciation, including 
initial allowances, by £338,482. Outside 
shareholders have received a greater amount 
of -profit from the overseas subsidiaries— 
partly due to the issne to the South African 

ublic of shares in Dorman. Long (Africa) 
Pamited. The undistributed profits of sub- 
sidiaries attributable to the parent company 
have also increased, After taking all these 
factors into account the nett profit trans- 
ferred from the consolidated profit and loss 
account to the profit and loss account of the 
parent company was {1,081,577 (an increase 
of £242,814 on the previous year). ‘The 
allocation to gemeral reserve has been in- 
cteased by £250,000. 


DEPRECIATION ALLOWANCES 


It is of particular importance in the iron 
and steel industry to make adequate provision 
for depreciation and to strengthen resources 
because of the present heavy cost of capital 
equipment in relation to each ton of output 
and the important deve schemes 
which are in progress. In directors’ re- 
port, attention is drawn to the continuing rise 
in the level of es, and its effect on capital 
requirements. it is more than time the Inland 


fail to keep up with requirements. 
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The principal new capital project in hand 
is the central ore unloading, ore preparation 
and sintering plant nearing completion at our 
Cleveland werks. Unique as far as this 
country is concerned and incorporating many 
advances on the latest American and Conti- 
nental practices, we confidently anticipate that 
this plant will result in substantial economies 
in the handling of imported and home ores. 
The better preparation of raw materials it 
will facilitate will greatly improve operating 
efficiency at our blast furnaces. 

This major scheme of development, cost- 
ing over £1,500,000, has involved a large 
amount of civil and structural engineering. 
Our own plant construction department has 
been responsible for the whole wark from the 
design stage onwards, and a major part of 
the plant manufacture and installation has 
been undertaken by our constructional shops 
and bridge and contracting department. 

During the year we have completed the 
replacement of cooling banks and loading 
facilities at our Acklam billet and sheet bar 
mills and have added additional ingot heat- 
ing capacity, involving an expenditure of 
approximately £175,000. This has mcreased 
our rate of production of semi-finished rolled 
steel, which ts in very short supply. 





BRIDGES FOR EXPORT 


Our bridge and constructional interests 
represent a large proportion of the company’s 
activities. The bridge department's tender 
and design for the Vila Franca Bridge over 
the Tagus near Lisbon was accepted by the 
Portuguese Government. We were successful 
in meeting keen international compettion, 
and we are associated on this contract with 
the Portuguese firm, Seth, who are responsible 
for the foundations and approaches. Work 
on the Kafr el Zayat Bridge over the Nile is 
progressing, and although the disturbed con- 
ditions in the Middle East create difficulties, 
four of the seven steel spans have been com- 
pleted. In Iceland a number of small bridges 
has been finished. 

The bridge and constructional works at 
Middlesbrough and in London have been 
fully employed. We have a heavy order book 
including 30,000 tons for steel plant build- 
ings, 22,000 tons for power stations and a 
large amount of senetal constructional work. 

Although we have a great deal of work on 
hand the volume of inquiry tends to fall 
because of the country’s general economic 
situation. Export inquiry for minor bridge 
work and steel structures is extensive but it 
is exceedingly difficult to secure the neces- 
sary licences. 


AFRICAN DEVELOPMENTS 


Last year reference was made to the im- 
portant developments put in hand by Dor- 
man Long (Africa), Ltd. particularly the 
new shops at Germiston for the construction 
of steel railway wagons and the new works 
‘at Vanderbijl Park in connection with the 
contract for the new steelworks for the Iron 
and Steel Industrial Corporation of South 
‘Africa. I am pleased to say that these latter 
‘works have been completed and fabrication 
‘on the steelworks contract has begun. This 
work will continue for some years. These 
‘shops, known as the Vaal Branch, will later 
be available for a wide range of steel fabri- 
cations and represent a most important addi- 
‘tion to the resources of Dorman Long 
(Africa) Ltd. , 
. Early this year it was decided that these 
developments would lead to an expansion of 
business of a sufficiently permanent nature 
to make it desirable to increase the share 
capital of the company. In May an issue was 
made of 479,800 ordinary shares and 100,000 
5 per cent. cumulative preference shares. It 
was considered proper that the Seuth African 

blic should have an opportunity of acquir- 
Lig 2. waltabic. coegurdan af tev dhares and S 
number were allotted accordingly. | Your 
company took up 262,675 ordinary shares and 
4,000 preference shares and we are convinced 
they will prove a sound investment. 

The report was 





The one-hundred-and-twenty-third annuai 
general meeting of the Proprictors of the 
National Bank of Scotland, Limited, was held 
in the Bank’s Head Office, Edinburgh, on 
the 16th instant. . 

The Marquess of Zetland, K.G., P.C., 
G.C.S.1., G.C.1.E., the governor, in the 
course of his speech, said :-— 

The balance sheet total of almost 
£118,000,000 breaks yet another record and 
is by far the highest ever attained, the 4n- 
crease over last year being {£ 12,000,000. 
This expansion is accounted for by the 
growth in the deposits which are higher by 
£13,000,000, and although part of this 
increase is likely to be of a temporary nature, 
the greater part represents the normal 
development of the bank's business, for 
throughout the year deposit figures have 
ee exceeded those of the 1947 balance 
sheet. 

The profits at £291,000 are higher by 
£13,000 and are a reflection of the greatér 
resources employed. Once again we have 
pursued our traditional conservative policy 
of distributing the lesser part in dividends 
which will absorb £107,800 and of allocating 
the greater part to reserves, the appropriations 
recommended being :— 


i 
To Revenue Reserve Fund .......2......... 75,000 
» Heritable Property Account ............. 49,000 
» Trustees for Offcers’ Pension Scheme ..... 50,000 
op ee. Widows: BunG~... candace vse + oaesace 10,000 
£175,000 


VALUE OF RESERVES 


These additions to reserves, and all similar 
additions in the past, are in truth equivalent 
to the subscription of fresh capital. In turn 
they produce revenue and over the years add 
to the earning capacity of the bank, but more 
important they strengthen the foundation on 
which the bank is built and make possible 
future developments in our service to our 
country and our customers. The usual high 
ratio to total liabilities of cash and other funds 
immediately available for emergencies has 
been maintained. 

Last year I referred to the greater op- 
portunities the bank had enjoyed in assisting 
trade and industry through advances granted 
to customers and I am pleased to report that 
during the year under review we have been 
able to assist still more, for our advances, 
including bills discounted, are nearly 
£3,000,000 higher at £19,600,000. 

RAW MATERIAL SUPPLIES 

From shipbuilding and engineering, and 
indeed from many other trades, textiles in- 
cluded, come the same reports that production 
could be increased and working costs reduced 
if greater r ity of supplies of essential 
materials be obtained in the quantities 
needed and at the time when they are required 
to finish the job. The essence of the com- 
plaints is that the controls are too rigid and 
that allocations are for too short a period. 

Viewing industry broadly, I for one 
welcome the first signs of the sweeping away 
of many of the minor controls that hed 
become irksome and cumbersome. We hear 
it stated from time to time that there are no 
reserves of labour which to draw for 


purposes siderable ; 
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not generally realised, another large force in 
the industrial establishments themselves, 
whose time and energies could be more 
profitably and usefully employed, 


EXPORTS 

Last year I made some references to the 
export drive when I suggested that the sellers’ 
market was passing. Unfortunately all the 
evidence since has shown that it is much 
easier to fix a target which looks impressive 
than to achieve it. It is true that improving 
figures have been shown month by month 
but from some trades come the reports that 
the exports now being made are in fulfilment 
of orders placed a long time ago and that 
fresh orders are not being received in sufficient 
quantity to take their place. And that leads 
me to emphasise once more that if we are to 
sell our goods abroad and to give satisfaction 
in the home market also, constant and in- 
creasing attention must be paid to price, 

uality and punctual delivery. These are 
the standards which mark the difference 
between efficiency and inefficiency and are 
the real test of planning. 

Perhaps if I may venture upon a brief 
incursion into the political sphere, I may be 
allowed to say that one of the most hopeful 
signs is that organised labour in its higher 
and more responsible circles is beginning to 
concera itself over the removal of restrictive 
practices and lines of demarcation and to 
realise the importance of output per unit. 


TAXATION 

I make no apology for referring once again 
to the burden of taxation, The remarks from 
chairmen of many of our leading companies 
to the effect that heavy taxation is depriving 
industry of essential capital for modernisation 
and replacement of plant have received wide 
publicity, but there is another aspect which 
also deserves attention. Viewing the position 
as a banker, I might fairly assert that every 
large industry had its small beginning, 
springing perhaps from one individual who 
introduced some new idea which satisfied a 
public need. That individual had a little 
capital ot his own, he received some assistance 
from his bank, and in course of time he 
prospered, enlarged his establishment and 
provided employment for many. 

That same person beginning now has but 
little opportunity of adding to his capital 
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GLAXO LABORATORIES, LIMITED 


RESEARCH AND PRODUCTION SUCCESSES 
FLEXIBILITY OF FREE ENTERPRISE 


The fourteenth annual general mecting of 
Glaxo * Laboratories, Limited, was held on 
the 14th instant, in London, Sir Harry 
Jephoott, M.Se., F.R.LC., Ph.C. (chairman 
and managing director), presiding. 

The following are extracts from his state- 
ment circulated with the report and accounts 
for the nine months ended June 30, 1948 :— 

The period has been characterised by a 
continuing insistent demand for the com- 
pany’s products and it has been possible, 
thanks to expansion of production facilities, 
to increase turnover by a little less than 
one-third. The effect of this is clearly 
reflected in the trading profit which, for 
nine months, closely approaches that for 
the previous full year. 

The provision for obsolescence has been 
increased. It is very necessary that this 
provision should correspond with the in- 
creased investments in plant and buildings 
in order to maintain the highest efficiency 
in production units. 

Replacement of obsolete plant and build- 
ings places, at to-day’s prices, a heavy burden 
upon industry. The initial tax allowances 
provide a very welcome contribution to the 
cost, but they do not go nearly far enough ; 
to extend them to the second and even the 
third years, on possibly a modified basis, 
would greatly ease the burden without 
introducing any new principle. 

The very substantial increase in fixed 
assets is mainly related to the new factories 
at Barnard Castle and Ulverston, There are 
still considerable expenditures to be incurred 
at Ulverston and the value of buildings, 
plant, etc., is likely to exceed £2,000,000 net 
im our next accounts. 

Investments in subsidiary companies in- 
creased by some £144,000 principally by the 
acquisition of a fish-liver oil extraction 
business in New Zealand, the reinstatement 
of the Italian subsidiary company and pro- 
vision for new plant and buildings under 
rates in India, New Zealand and 

taly. 


CAPITAL INCENTIVE AND GOVERNMENT 
POLAC 

The board considered it their duty to 
accede to the request of the Government 
and the F.B.I. not to increase dividends, 
to avoid price increases and to reduce prices 
wherever possible. The final dividend in 
respect of the nine months’ period will make 
the total distribution ee to three-quarters 
of that of the preceding twelve months, 
Nevertheless, and indeed because we take 
this action, we express the hope that the 
Chancellor will recognise the desirability of 
an incentive for capital as well as labour. 
For not otherwise will capital be made 
available to nourish the development and 
finance the other risks which are properly 
the sphere of private enterprise. 

in respect of prices, our response has been 
no less sincere and effective. Efficient pro- 
duction and economic selling prices are the 
fundamentals of our sales policy, but it is 
obvious that, during a period of steadily 
rising costs, prices can only be reduced after 
inereased costs have been absorbed. 

During the past ten years, of the many 
products we market, in four cases only has 
there been any price increase and each 
has been less than the additional costs. As 
against this, prices in four groups have 
actually been reduced, the most recent and 
substantial being in respect of penicillin. 

The effect of this price policy is that we 
are trading to-day at gross profit margins 
much lower than at any previous time in 


I hope the Chancellor will feel that we, in 
common, I am sure, with the vast majority 
of industrial concerns, have fully lived up 
to the spirit of our undertaking and that, in 
these experiences, he will be encouraged to 
leave a large measure of freedom with industry 
rather than to enforce his policy by arbitrary 
regulation, 


EXPORTS 500 PER CENT. OF PREWAR 


Export and overseas sales have reached 
more than five times the turnover in 1938. 
We believe there is still plenty of scope for 
further increase, but, and I must emphasise 
this, import restrictions and increasing com- 
petition will make further advances more 
difficult. 

Extensions at Barnard Castle, and the 
reconstruction of the serious war damage 
at Greenford, have now been completed. 
Work has consequently been greatly facili- 
tated, although at Greenford there still 
remains great congestion. At Ulverston one 
section has been operating since May and 
the completed factory, as now planned, 
should be in production by April, 1949. 


NOTABLE CONTRIBUTIONS TO MEDICAL 
PROGRESS 


The work of our research laboratories con- 
tinues to expand, and after many strenuous 
years we have isolated from liver the anti- 
pernicious anemia factor in pure crystalline 
form. From one ton of liver there can be 
extracted but a few grains of this substance 
—less than would cover a threepenny piece. 

Such work is of a fundamental character 
rather than of a development which has 
immediate application. However, fortified 
by this new knowledge, we hope to make 
a further practical contribution to the treat- 
ment of pernicious anzmia. 

The continuous problem, however, is how 
we may the more rapidly give practical effect 
to results of our research work. The develop- 
ment of scientific discovery to the point at 
which there becomes available a product for 
the benefit of mankind may present as great 
difficulties as the discovery itself. ‘This is 
especially so since development necessitates 
plant and, often, buildings. 

You will learn with pride that we are 
now producing sufficient streptomycin to 
meet this country’s needs; we hope in the 
months to come greatly to increase our out- 
put. Present production has only been 
attained in so. short.a time by the greatest 
efforts of all concerned, an achievement in 
the face of many and great difficulties. 


ENTERPRISE AND THE FUTURE 


Our achievements in the period under 
review indicate that there are alive within 
our organisation qualities which it is more 
than ever éssential to cherish. We are in 
a wofld of hazards, both economic and 
political. By the same token, however, it 
is a world of abounding opportunity for a 
virile working unit imbued with faith and 
vision. Such qualities can flourish at their 
best in the realm of private enterprise ; that 
is a matter of fact and not of dogma. But 
if we are to justify the freedom that we 
need and claim, we must be realistic ; in parti- 
cular we must not fear to face reverses should 

come but take them as a stimulus and a 
nge to further effort. 

In such fashion, let us go forward. In the 
result’ our actions will demonstrate the 
intrinsie worth, the natural strength and the 

of free enterprise in an era of 
centrally regulated endeavour. 

The report was adopted. 
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_ LEACH’S ARGENTINE 
ESTATES. LIMITED 


RECORD PROFIT 


The thirty-sixth erdinary general meeting 
of: Leach’s Argentine Estates Limited will 
be held in London on 31st instant. 

The following is an extract from the cir- 
culated statement by the chairman, Mr H. 
Roy Leach: ; 

The profit on trading is up by £152,688 
($2,590,908) compared: with last year. ‘This 
is @ record profit in the history of the com- 
pany, but I must point out that the Argentine 
currency has now further depreciated, and 
increases in wages and social payments will 
tend substantially to reduce our profits. 

1947 Sugar Crop: The production of sugar, 
namely, 37,437 tons, was a record im the 
history of our company. We were favoured 
last_ year with exceptionally good. climatic 
conditions during the whole period of harvest 
and we reaped the benefit from the rotation 
system in our canefields, the cultural yield 
being 1,107 kilos per line, compared with 
1,011 kilos in 1946. 

Fruit, Alcohol, Timber and Shops: The 
results from these subsidiaries show in total 
a satisfactory increase’ when compared with 
the previous year. During the year under 
review we have installed at our Fruit Estate 
in Calilegua cleaning and packing machinery. 

1948 Sugar Crop: In spite of the long 
period of drought and the consequent difficul- 
ties experienced in our factory regarding 
fabrication, this crop terminated satisfactorily 
in October last with a production of 36,970 
tons of sugar. 

The Outlook: As far as growing cane, 
milling it, producing sugar, fruit and alcohol 
are concerned, we are progressing on very 
satisfactory lines. Costs in every direction are 
continually on the increase, however, which 
coupled with increasing taxation both in 
Argentina and in this country will make profit 
distributions to stockholders very difficult. 





BIRMINGHAM SMALL ARMS 
COMPANY, LIMITED 


GRATIFYING RESULTS 


The annual general meeting of the Bir- 
mingham Small Arms Company, Limited. 
was held, on the 9th instant, at Birmingham. 

Sir Bernard D. F. Docker, K.B.E., the 
chairman, in the course of his speech, said: 
It is gratifying to report a trading profit for 
the year to July 31, 1948, before charging 
depreciation, sf £1,146,383. This compares 
with £654,490 for the previous year, an 
increase of £491,893. This satisfactory 
result reflects an increase in sales of more 
than 20 ver cent. Out of a total net profit 
of £889,630 the Government takes in profits 
tax and income tax no less than £460,000, 
or 52 per cent. 

In the works grouped on Small Heath 
beth production and trading in motor cycles 
and cycles have been very satisfactory. 

The Daimler and. Lanchester: Companies 
are still hampered by shortage of materials, 
The quality I believe to be higher than at 
any time, and I go so far as to claim that 
there is no better car made in the world 
today than the Daimler car as supplied for 
the Royal Tours. The vicious double pur- 
chase tax on all cars over £1,000 1s a 
monstrous handicap to the sale of such cars 
and militates against the free development of 
the best in British automobile design, 

Jessop-Saville, the steel interests of the 
group, achieved their highest sales, produc- 
tion figures and turnover in spite of increased 
competition and changes in type of demand. 
They are named as one of the firms 
threatened with nationalisation. It is a sorry 
ching when the blind prejudice of politicians 
is able to disrupt an industry vital to the 


country’s prosperity. 
The report was adopied. 
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ASPRO LIMITED 


The thirteenth annual general meeting of 
Aspro Limited, was held at Winchester 
House, Old Broad Street, E.C.2, on the 10th 
instant, 


The following are extracts from the state- 


ment by the chairman circulated with the- 


report and accounts. 

The net profit for the year, before charging 
income tax thereon, was £320,684 as com- 
pared with £544,353 earned in the previous 
year, while the year’s surplus before income 
tax (ie., after incorporating net income -e- 
lating to prior years) was £355,489 as against 
£593,557. . Allowance msde for a saving of 
£49,000 in profits tax, this decrease in profits 
was mainly due to (a) higher operating ex- 
penses of approximately £150,000 including 
increased cost of advertising in foreign markets 
and of maintaining publicity space in the 
U.K. ; (b) special mon-recurring charges of 
£60,000 from which some benefit will be 
received in subsequent years ; and (c) the fact 
that last year’s profit included a dividend cf 
£82,000 from accumulated revenue of our 
South African subsidiary. The parent com- 
pany derived no revenue from this source for 
the year under review mainly due to technical 
complications which are receiving attention. 

Income tax takes £182,531 leaving a 
balance of £172,958. The balance of profits 
brought forward was £67,604, so that, after 
appropriating “£56,375 for the net preference 
and interim ordinary dividends, the amount 
available is £184,187. After very careful 
consideration of the many pertinent factors, 
your directors have decided : — 

1. To continue the policy of adding to 
general reserve each year by transferring a 
further £100,000 thereto, as against £140,000 
last year. 

2. To recommend a final dividend on the 
ordinary stock of 20 per cent. less tax, 
making a total of 35 per cent. for the year, 
and leaving a balance of £29,187 to be 
carried forward on profit and Joss account. 

We are thus proposing to maintain the in- 
creased rate of 35 per cent. initiated in 
1945-46. Im the light of events, we must 
regard last year’s distribution as having been 
made possible by extraordinary receipts. 


PAST YEAR'S DIFFICULTIES 


In his last statement the chairman reported 
the highly satisfactory trend in trading results 
during the first months of the financial year 
1947-48. Unfortunately, our expectations 
have not been fulfilled. It seems, in re- 
trospect, that there was an inflated buying 
wave in October ia anticipation of the 
Autumn Budget, ‘after which the temporary 
uncertainty regarding the applicability to our 
business of the increased purchase tax and 
the technical complications atrending its im- 
plementation caused a recession in. sales, 
which continued during the mild winter. 
Nevertheless, the turnover for the year 
showed a small increase on the previous year 
due to a rise in home sales. 

There has been considerable comment in 
the Press as to the possible effect of the 
National Health Service Act on pharma- 
ceutical products in this country. I am pleased 
to inform our stockholders that Aspro turn- 
over during the first three months of the 
current financial year shows an increase over 
the same period last year. (Trading profit 
is down, but this period does not in fact 
afford an accurate basis of comparison). 


The consolidated profit and loss account 
shows a group surplus for the year of 
£173,410 (£159,284 being attributable co 
Aspro Limited), after full provision for U.K. 
and overseas taxation, accumulated exchange 
losses in respect of our French subsidiary, 
and inter-company profits in stocks at June 
30, 1948. Subsidiaries’ operations are, on 
the whole, progressing satisfactorily in spite 
of difficult conditions prevailing in certain 
territories, notably on the Continent. 


A substantial reserve of profits for Aspro 
Limited, amounting to £120,441, is carried 
forward on the profit and loss accounts of 
subsidiaries at Jume 30, 1948. The actual 
net profit of subsidiaries for the year (Aspro 
Limited’s proportion, after provision for 
taxation and exchange losses, was £51,328. 


IVERS-LEE (GREAT BRITAIN) LIMITED 


As expected, our subsidiary, 
(Great Britain), Limited, shows improved 
trading results. A packaging service business 
of this nature will, however, require at least 
three to four years to establish itself. This 
subsidiary is fortunate in being able to count, 
in its early stages of development, on assist- 
ance from Aspro in all fields of operation. 


The acquisiron in December, 1947, of 
Ives-Lee Engineering, Limited, and its sub- 
sidiaries, was reported last year, and among 
other advantages, guarantees prompt deliveries 
for Ivers-Lee and replacerrent when necessary 
of machines in the various Aspro plants, as 
well as elimination of third-party profits. 
Up to date machines and equipmert have 
been produced for the U.K. and overseas 
packaging services to a value of £93,000. 


A fire occurred in the packaging service in 
Slough in September, 1948, and the main 
store rooms were destroyed. Fortunately, your 
directors, as a measure of prudence and also 
with a view to bringing evertually the Ivers- 
Lee manufacturing units together under the 
same roof as the packaging service, had 
accepted the opportunity a few months pre- 
viously to acauire further substantial lease- 
hold space on the premises ata cost of 
£40,000, so that the ill-effects of the fire were 
considerably mitigated. 


Ivers-Lee subsidiarie. or associated com- 
panies have already been formed to operate 
the patents in certain overseas territories, 
using machines and equipment manufactured 
in the U.K. Thanks to facilities recently 
afforded by the Bank of England Exchange 
Control it will be possible to secure a con- 
trolling interest im additional foreign sub- 
sidiaries. 


Ivers-Lee 


BALANCE SHEET ITEMS 


The balance sheet of Aspro Limited, shows 
an excess of current assets over current liabili- 
ties of £257,946 (excluding current accounts 
with subsidiaries), compared with £454,493 
at June 30, 1947, the difference being chiefly 
explained by the purchase and financing of 
Ivers-Lee Engineering, Limited, and the 
associated foundries, and the acquisition of 
the additional leaseholds, entirely out of our 
own cash resources. These transactions, and 
an increase of some £100,000 in stocks of 

finished a eats. largely 


I would sum up as paper ae home 
a ae aicateensee soguiledyaad 
postwar w may as 
highly satisfactory. Our aon are being 
concentrated on maintaining this position, ex- 
panding an already substantial export market, 
and consolidating our recent Aspro/Ivers-Lee 
enterprises at home and abroad. We feel 


(subject sprege to the general reservations. 


ee panee paras: Sanes) senaanane 
grounds for confidence in the future. 
The report and accounts were unanimously 


THE ECONOMIST, December 18, 194g 


CANADIAN BANK OF 
~~ COMMERCE 
IMPROVED CONDITIONS IN CANADA 


The annual meeting of The Canadian Bank 
of Commerce was held, on the 14th instant, 
in Toronto, 


Mr Allan E. Arscott, CBE., the 
president, stressed the improved condi- 
tions in Canada this year, good crops, in- 
dustry working close to capacity, forestry 
active in most major areas and few interrup. 
tions in labour field. The improved crop 
situation was indicated by the fact that 
grain yields were about 200 million bushels 
above 1947, which should mean larger food 
supplies for domestic and export trade. A 
number of new factories and mills had been 
brought into operation and projects started 
many of which would be completed or well 
on the way to completion during the com- 
ing year. 

Total Canadian exports were valued above 
those of preceding year but there were im- 
portant changes in direction, and those to 
British group declined by more than $100 
million from 1947 as tke result of smaller 
shipments to Britain and substantial reduc- 
tion in other markets of this group, particu- 
larly Australasia. There was also a marked 
falling off in exports to Continental Europe, 
however, European countries now obtain- 
ing goods from Canada through §alloca- 
tion on the European recovery programme, 
Ir had been indicated that the balance 
remaining of Canada’s credit to Britain, $235 
million, was likely to be unfrozen. 


INCREASED EXPORTS TO U.S.A. 


Exports to the U.S.A. had increased con- 
siderably, exceeding $1,200 miliion. De- 
fence measures were being undertaken under 
different circumstances. Today, with high 
employment, such preparation came as a 
competitor to the productive machine. 
Canada was endeavouring to travel along 
the paths of peace, reconstruction and 
defence preparation simultaneously. This 
country was so dependent upon international 
trade that almost every phase of world affairs 
affected it and incidents in the international 
sphere were of considerable concern. It was 
hoped that deliberations and patient efforts 
of those charged with working out a peace- 
ful solution would be successful in. convime- 
ing potential belligerents of the wisdom of 
foregoing actions which might lead to actual 
war. 

The general manager, Mr James Stewart, 
C.B.E., reviewed the bank’s annual statement 
which showed assets in excess of $1,500 
million, an increase for the year of over $100 


‘million, The increase in current loans in 


Canada, $30 million, was indicative of the 
bank’s active part in business of the country. 
The figures signified a combination of two 
factors, increased tempo of business com- 
pared with war and postwar periods and 
higher prices. There had been evidence in 
recent months of price increases. slowing 
not predict in anything but general terms 
what the future held. However, with the 
resources with which © this - country was 


blessed it could look to the foture with cont 
dence. 
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THE ECONOMIST, December 18, 1948 


SCOTTISH AUSTRALIAN 
COMPANY, LIMITED 


RECORD TRADING RESULTS 


The annual general meeting of The 
Scottish Australian Company, Limited, was 
held, on the 9th instant, in London. 

Mr J. Norman Eggar (chairman and 
managing director) in the course of his 
speech said: Perhaps the most satisfactory 
feature of last year’s working is that every 
single station has shown a profit, a some- 
what rare occurrence of recent years. Of 
course, the high prices realised for wool are 
the greatest contributory factor to the record 
profit made in Australia, but excellent sales 
of cattle and larger crops of wheat and oats 
and better prices for cereals have also helped 
to swell the revenue. 

The policy of shipping our wool for sale 
at the London auctions has amply justified 
itself, for prices realised here have been com- 

ratively better than in Australia. In April- 

ay it looked very much as if the peak had 
been reached, and after consulting with the 
manager we decided to sell some portion of 
eur Queensland clips in Brisbane ; at that 
time there was not much shipping freight 
available. Good prices were realised, but 
since then the market has again completely 
recovered, and I am happy to tell you that 
the prices realised in London a few weeks 
ago for the balance of those clips were a 
good deal higher than the Brisbane prices. 

As regards cattle, I am pleased to report 
that Austral Downs in Northern Territory, 
and Clonagh and Kynuna in North-West 
Queensland, have all had successful seasons. 
Turning to crops, on all our Riverina 
Stations both wheat and oats did well. 

We have been constantly on the look-out 
for suitable properties to replace those which 
we only hold on occupation lease. We have 
practically concluded mageraee for a pro- 
perty on the Barkly Table land in the 
Northern Territory, about twice the size of 
Austral Downs. We are also closely negotiat- 
ing for a sheep and cattle property in South- 
West Queensland on which we shall hope to 
maintain a flock of some 40,000 sheep. 


FUTURE PROSPECTS 


The prospects for the immediate future are 
good to this extent that wool, livestock and 
grain values remain high, and as far as one 
can judge, are likely to continue remunera- 
tive. The supply of wool has no means 
overtaken demand, The United Kingdom is 
likely to become a more and more willing 
buyer of Australian meat, whilst the prices 
of cereals are still quite remunerative to the 
farmer. The guaranteed wheat price to 
growers is to be 6s. 8d. per bushel. The 
harvest in the Riverina is now proceeding, 
and we anticipate good average crops, though 
not so heavy as last year’s. There will in 
my view always be a ready market in the 
United Kingdom, India and elsewhere for 
Australian wheat. f 

1 must, however, sound the warning note 
that, except in the South, Queensland and 
the Territory have been . suffering from 
drought for several months past, and on 
some of our stations the situation is quite 
Briony wn cattle and sheep are see 
ing. In uthern | w 
South Wales oe reasonably 
satisfactory. ; 

It is a real pleasure to be able to present 
to you so good a balance sheet.. With regard 
to the profit and loss account, station work- 
ing expenses were lower, to decrease in 
drought expenses. The balance of £162,978 
is, of course, an improvement on anythin 
we have had for the Jast 23 years, and is 


reached after iding no less a sum than 
£220,000 ‘for United and Austra- 
han taxation, A sum 6,328 has béen 
allocated to staff bonus, We are paying 


stockholders a bonus of 2} per cent. in 
addition to the 74 per cent. dividend. 
The report was adopted. 
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TUBE INVESTMENTS LIMITED 


NEW RECORDS IN OUTPUT AND EXPORTS 


PLANS TO MEET CHANGING MARKET CONDITIONS 


The annual generat meeting of Tube 
Investments Limited, was held at Birming- 
ham on the 15th instant. 

Mr I. A. R. Stedeford (chairman) said 
that the group’s output had exceeded that 
of the best war years, when many more men 
were working for many more hours. This 
had been due to the extended application 
of the new scientific principles of production 
management, in which the workers had 
co-operated enthusiastically, and to re- 
equipment and modernisation, upon which a 
further £1,250,000 had been spent. 

Turnover, although not precisely com- 
parable with last year’s, showed an increase 
of nearly £9,000,000, and this in spite of the 
important seductions in. prices which had 
been eany made’ This additional 
turnover was reflected in the profits for the 
year, but not to the extent which would 
or:‘inarily be expected from so substantial 
an increase in output. Manufacturing and 
raw miaterial costs had continued to rise, 
and there was the serious increase in replace- 
ment cost of plant and buildings for which 
provision had to be made. An independent 
valuation of the group’s fixed assets had been 
made. This very conservative valuation 
amounted to £17 million, an increase of 
nearly £11 million over book value. If these 
assets had to be replaced today, it was esti- 
mated that a sum of £25 million would be 
barely adequate, 


OVERSEAS SALES EXCEED £10,000 000 


Direct exports, worth over £10 million, 
were seven times greater than prewar totals, 
and nearly £3,000,000 up on last year’s 
record. Including manufactures which found 
their way Overseas as components in other 
companies’ products, TI had earned £1 out 
of every £100 of the country’s visible exports. 
Some 34 per cent. had been dispatched to 
countries designated as “‘ desirable markets.” 
A new selling company, TI New Zealand 
Limited, had been formed ; and a substantial 
minority interest in the firm of Mauricio 
Silbert S.A., of Buenos Aires, long-estab- 
lished manufacturers of welded steel tubes, 
had been secured. 

In the present trading year, it seemed 
likely that the volume of exports would depend 
largely on factors beyond TI’s control—upon 
steel allocations, export quotas, import 
restrictions, and bilateral trading agreements, 
etc. If this country were to hold its own, it 
was vital that the rise in production costs, 
which had persisted since the end of the war, 
should be stopped. He believed that Britain 
would be heading for a painful disillusion- 
ment if she relied too much on sheer mass 
output of established products. Much of 
our national income might have to be pro- 
vided that way, but Britain built up her 
national power on craftsmanship and quality. 
Her traditional ability to produce new pro- 
ducts for old purposes was an asset we dared 
not squander. TI had, for example, recently 
developed a new technique in “bus body 
construction from pre-fabricated parts, which 
were being produced in considerable quanti- 
ties, and were already creating an important 
overseas demand. 

The Commonwealth and Empire markets 
had always been the best customers overseas, 
and by their steady demands had encouraged 
TiI—as he believed they had others—to bid 
competitively and successfully in other 
markets of the werld. While he appreciated 
the need of a freer exchange of goods and 
services, he felt that Britain could not afford 
any sacrifice in Imperial preferences unless 
See eS ee ee 
in promise, yi spirit. 

Phe TI Cycle Division, with export orders 


alone of £10 million to hand, continued to 
prosper, but, given more supplies, much 
more business could have been done. There 
was a shortage of certain components which 
TI did not make and which affected not only 
TI’s production but the output of companies 
depending upon TI for the components the 
group did make. Britain held the lead in the 
world’s cycle markets, but it needed official 
encouragement, particularly in the matter of 
steel supplies, if this position were to be main- 
tained in the coming critical years. The 
steel tube and general divisions showed good 
progress in home sales and increased overseas 
demand. 

The aluminium division was pressing 
forward with its plans, a new company TI 
Aluminium Limited, having been formed to 
co-ordinate the technical and marketing 
resources of the companies, . The. £2,750,000 
aluminium sheet and strip mill in South 
Wales should be completed by 1951-52. 
An important factor concerned raw material 
which largely came from dollar areas. He 
did not believe that this promising industry 
in times of dollar stringency would be allowed 
to suffer seriously for want of raw materials 
of which there were abundant world supplies, 
and, in the absence of official advice ‘to the 
contrary, TI had laid plans accordingly. 

The acute shortage of electricity supplies, 
and purchase tax, had confronted the 
electrical division with many problems. 
For example, one of the largest factories, 
geared for the mass production of a product 
for which there was still a high demand, 
quite suddenly had its output curtailed by 
60 per cent. This resulted in the displace- 
ment of workers not long before specially 
trained, and the unbalancing of production 
plans at the works. 


NATIONALISATION OF STEEL 


They were, he was told, the largest private 
buyers of finished steel in the country, and 
received no special trading concessions from 
the steel makers. With experience in most 
foreign steels, they acknowledged that British- 
made steel compared with the best. If record 
outputs, cheaper prices, high quality, and 
great development plans, were still measures 
of efficiency and enterprise, then the British 
steel industry was well in advance of most 


There had been conjecture as to the effect 
the nationalisation of steel would have on TI, 
particularly in view of the liaison shares 
exchanged free of cost 20 years ago with 
Stewarts & Lloyds Limited. The purpose for 
‘which the liaison shares were created remained 
equally important, whether Stewarts & 
Lloyds operated under private or, state 
ownership, and it would, in his submission, 
be opposed to the best interests of the indus- 
trial. community for them .to be. abandoned. 
While he did not believe that the nationalisa- 
tion of steel would yield to TI, or to anyone, 
any advantage, there was no ground whatever 
for supposing that TI suffer disad- 
vantages compared with others, because of 
some non-marketable liaison shares. 

Concluding, Mr Stedeford said that his 
confidence in the country’s ultimate recovery 
was unshaken. Nevertheless, he believed 
we were approaching the stage when Britain’s 
industrial planning would be put to its 
severest test; and at such a time it served 


report 
and the dividend approved. 
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MALAYAN TIN DREDGING, | 


LIMITED 
WAR DAMAGE COMPENSATION 


The thirty-seventh annual general meet- 
ing of Malayan Tin Dredging, Limited, was 
heid, on the 15th instant, in London. 

Mr H. Ashworth Hope, chairman of: the 
company, in the course of his speech, said :— 

[It is common knowledge that a majority 
of the Cabjnet were not in favour of the 
Steel Bill, but appear to have been overborne 
by a small but powerful minority. The 
najionalisation of the steel industry is a 
matter that much concerns the tin industry 
in general and your company in particular. 
Fabricated articles, due to the steep rise in 
labour costs, have increased 150 per cent., 
whereas the cost of raw material such as steel 
pilates, girders, etc., has increased by approxi- 
mately 60 per cent. to 70 per cent. 

On November 10th last an important debate 
on Malaya took place in the House of Lords. 
Nearly all the members of the House who 
spoke during the debate charged the British 
Government with an attempt to subject 
Malaya to a very raw deal in the matter of 
war damage compensation and urged the 
Government to reconsider the matter and 
avoid making another major misiake in rela- 
tion to that country, 


POINTS FOR SELECT COMMITTEE 


In view to the cynical attitude of the 
British Government towards a country we 
have failed in our undertaking to protect, I 
would remind you of the remarks contained 
in the interim statement of the Tronoh- 
Malayan group, which, I may say, have not 
passed unnoticed in Malaya. I should men- 
tion that a Select Committee of the Legisla- 
tive Council in Kuala Lumpur is now ex- 
amining the Colonial Office and Treasury 
proposals, and its reports will be .submitted 
to the Legislative Council some time in the 
New Year. 

I suggest that there are three main points 
for the Select Committee to _ consider. 
Firstly, to decide what sum (in lieu of the 
arbitrary figure fixed by the British and 
Malayan Governments) would, approxi- 
mately, genuinely represent the total Malayan 
war losses. 

Secondly, what sum between that pro- 
posed by the Colonial Office and the esti- 
mated genuine total losses would: be accept- 
able to Malaya. 

Thirdly, what amount could Malaya afford 
to contribute—as a voluntary offer and not 
as a duty—to the sum suggested by way of 
compromise for which Great Britain, as the 
defaulting Power, is responsible. 

It is, however, important to remember that 
both the Select Committee and the Federal 
Legislative Council owe a duty to the 
Sultans, people and industries in Malaya and 
not to the British Government who have 
shown themselves only too willing to be 
relieved of their financial obligations to 
Malaya, whether legal or moral. 

It roust be a cardinal point in the delibera- 
tions of the Select Committee that all surplus 
revenue that Malay can produce is needed 
for social purposes and ihe restoration of the 
private trader and individual, who plays such 
an important part in the economic life of 
Malaya, more so than in Britain. 

Lord Milverton, who spoke in the House 
of Lords debate, spent many years in Malaya 
and was known throughout Malaya as a wise 
and far-seeing administrator, stated, inter 
alia, “ Those of us who sit on these benches 
believe in facing the future, but in connec- 
tion with Malaya I would urge that if we do 


@ not face the facts of the present there will 


be no future to face.” _ 
The report was adopted. 








SOUTHERN MALAYAN TIN 
DREDGING, LIMITED 


MR H. ASHWORTH HOPE’S 
SPEECH 


The twenty-second annual general meeting 
of Southern Malayan Tin Dredging, Limited, 
was held, on the 15th instant, in London. 

Mr H. Ashworth Hope, chairman of the 
company, in the course of his speech, said: 
Out of the year’s total profit of £405,128, 
provision for U.K. taxation amounts to 
£247,600, or 61 per cent. In addition we 
paid £88,763 duty on tin ore, so that the total 
profit before deducting the duty was 

493.891, and the total of duty and taxes was 

336,363, bringing the proportion of taxes 
up to 68 per cent, 

We have made every effort to afford pro- 
tection to the members of our staff by 
sending out arms and ammunjgtion, after en- 
countering considerable frustration and delay 
caused by controls*and the usual muddle in 
their administration. Finally on August 3rd, 
we were forced to the conclusion that they 
could only go by sea route. Ultimately, 
weapons were supplied from America and 
Manila. It was not until August 6 that one 
of our managers was able to report that he 
had. received sufficient weapons to arm all 
his European staff. 


SITUATION IN MALAYA 


Before the war, the safeguarding of life 
and property throughout the whok of 
Malaya was the responsibility of the police 
force alone and the fact that Malaya was the 
most peaceful and contented country in the 
world is the finest tribute that can be paid 
to this fine force. and its organisation. Surely 
the first duty of the Colonial Office was to 
have given the most urgent priority to re- 
habilitating the police force. 

An ample supply of arms and ammunition 
was available to the terrorists as a result of 
the Japanese surrender in 1945, coupled with 
the fact that the British military authorities 
had not secured the surrender of all arms 
before handing over the country to the civil 
administration. in April, 1946, The police 
force, onthe ccntrary, in the early months 
of the year were comparatively without arms 
of any sort and had a depleted rank and file 
whose morale had been undermined and 
whom it was not possible to equip adequately, 
even with uniforms. 

If the British Government imagine that 
Malaya will accept the financial burden of 
the present military force, I would draw 
their attention to the strong objections that 
have already been raised in the Legislative 
Council to any such suggesiion, 


DIVIDEND LIMITATION 


' Dividend limitation was introduced by 
Government as part of their anti-inflation 
policy at the time when they proceeded to 
stabilise wages and prices. _In_ complying 
with the. somewhat sinister “invitation” of 
the Chancellor to limit dividends to the rate 
paid in the previous year, the majority of the 
boards of directors of companies registered 
in England apparently assumed that their 
shareholders would approve this course in the 
national interests. 

It it now, however, abundantly clear, that 
the Government have strained the loyalty of 
both directors and sharcholders in that fey 
have adopted the principle of dividen 
limitation asa convenient technique to de- 
press the Stock Exchange prices of stocks and 
shares in those companies marked down for 
nationalisation, 

As long as I and my colleagues are in con- 
trol of your conan OF policy will be to 
pay dividends on basis that you are 
entitled to a just and equitable return on 
your investment consistent with efficient and 
sound management. 

The repor: was adopted. 


~ a 
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KRAMAT PULAT, LIMITED 
MR H. ASHWORTH HOPE’S VIEWS 


The fortieth annual general meeting of 
Kramat Pulai, Limited, was held, on the 15th 
instant, in London. 

Mr H. Ashworth Hope, the chairman, in 
the course of his speech, said: On Novem- 
ber 9th we received notification that our 
application for a prospecting licence over 
10,000 acres in the Ulu Paka area of Treng- 
ganu has been approved by Government for 
a period of six months, 

At the meeting of the Legislative Council 
on November 19th, Mr J. D. Mead stated 
that all prospecting in new areas is practically 
at a standstill owing to the activities of the 
terrorists, and that “every time an engineer 
is murdered the position becomes more 
difficult and new construction will suffer.” 

The British Government’s proposals are 
that the total claims should be arbitrarily 
reduced to a maximum of £55,000,000, and 
that this amount should be provided as to 
fo) M0000 by Malaya, £10,000,000 by 
the United Kingdom Government and 
Ce reparations from Japan. The 

islative Council has made it quite clear 
that a larger contribution is expected from 
the British Government. The Singapore 
Association however, after a full discussion 
at a public meeting held in Singapore, re- 
jected the whole scheme in its present form 
as being entirely unsatisfactory. 

The board have given much time and 
thought to the question of possible hidden 
scheelite deposits, We have consulted Mr 
O. Weiss, one of the leading geophysicists, 
on the practicability of carrying out a geo- 
physical survey. He has advised us that if 
there are any further deposits in this area, it 
should be possible to locate them by modern 
scientific methods, and we have accordingly 
decided to have a geophysical survey carried 
out. 

The report was adopted. 


THE STRAND HOTEL, 
LIMITED 


CATERING WAGES ACT 


The forty-first annual general meeting 
of the Strand Hoiel, Limited, was held, oa 
16th instant, in London, 

Major M. Gluckstein (the chairman) pre- 
sided, and said: It has now become aimost 
an established practice for the chairman of an 
hotel business to make some reference to the 
Catering Wages Act. 

This company—if I may say so with due 
modesty—has the reputation of being fairly 
resourceful in adapting itself to new condi- 
tions. We have had plenty of practice, and 
a certain amount of success, in softening the 
effect on the public of all kinds of restrictions 
and even of actual calamities. If we, then, 
with our organisation and on our scale of 
activities, are finding that we must reduce 
our services, we can well imagine that equal 
or even greater difficulties are i 
encountered by our fellow-hoteliers. These 
difficulties fall alike on the more expensive 
hotels whose clientele is more exacting 
possibly less sympathetic towards any form 
of austerity ; and on the small hotels in all 
parts of Great Britain, because of their small 
number of staff and, in many cases, theif 
dependence on a short season. 

It seems indeed pitiable that a valuable 
dollar-earning industry such as ours, whert 
the utmost goodwill between the employer 
of his Mes existed before the Catering 

ages was thought 
lower its standards in this way. : 


I cannot believe that those framed — 
the Act intended the public to suffer to this 


extent or that the ister who in 


it was anything but sincere in saying: “1 
Bil the 


believe the Bill will be a blessing to th 


industry, 
The report and accounts were adopted 
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Statistical Summary | 


k GOVERNMENT RETURNS 


- For the week ended December 11, 1948, 

total ordinary revenue was £47,269,000, 
against ordinary expenditure of £41,915,000 
and issues to sinking funds £750,000, Thus, 
including sinking fund © allocations of 
11,583,000, the surplus acerued since April 
fee. is £273,448,093 against /208, 499,123 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANGCING 
REVENUE AND EXPENDITURE 





























Receipts into the 









Exchequer 
({ thousand) 
Roth) Aon | Apa po" OP 
est TL ON week | Week 
| to | te aades ended 
Dee, | Dec. Dec. 
13°} 11, Bie | 11, 
1947 | 1948 | 1947 | 1948 
| 
Income Tax...... va 302 494,774 8,391) 9,263 
Surtax .. 25,405: 32,94 1,100 1,550 
Estate, etc., Duties ree 115,079 124,750 2,500 2,950 
Sake ghee © OOM 56,550 39,319 1,250, 1,300 
"xy Tax .. “si an 24,420 128,44 400, 4,800 
mat... 182,485 68,7 4,400 1,550 
Other Inland Rev. | }, 120) pees 
SpecialContributa, 50, piss 21, er 2,088 
Total Inland Rev. sist 866, 31, ae, 539 18, 041 23, 413 
Customs. ........ 820,600) 560, 887 $82, 66 15, 529 15,779 
te Si isaete 126, 550) 418, 100 518,4 3,700 3, 880 
Total Customs & i. { 

MOOS. cides 154715 yo'® 987 110106 19,229 19,659 
Motor Duties.....| 50,0001 13,329 12,354 100 162 
Surplus War Stores 102, 132,400, 76,667] 1,059, 1,112 
Surplus Receipts 

from Trading... 57,000] 40,175 4,826110,000, 2,000 
P.O. (Net Rece pts) | be 4,9 ain ZOO, tee 
Wireless Licences.} 11, 6,370 6,50 |. 20s 
Crown Lands...../ 1, 670° «6 = 
Receipts from | 

Sundry Loans..| 14,000) 19,249 11,074 77) 383 
Miseril. Receipts..| 68, 194,039 109,98 192 542 


Total Ord. Rev... @ 48,948. 47,269 


Setr-BaLaNncine 


Post Office. ...... 150,200 94,200 105, 1,850 2,850 
Income Tax on| 
E.P.T. Refunds) 16, 16,219 6,087 274 613 


abs ahh ee 3931500 366958, 235109 51 072) 50,732 










Issues out of the Exchequer 
to mect payments 





JRDINARY 
Exrrnnrrore 
Int. & Man. of} 


(£ thousand) 
Esti- I-57 “, as 
Expenditure mate, — 1 ae 
1948-4 o 
Dec. | 
13, | 
i 1947_| 


| j 
' 








Nat. Debt... . 500,000) 357,957] 342,390 2,555) 5,465 
Payments to N.} | | 

Ireland. ....... 26, 14,540, 15,974 ... | 
Other Cons. Fuad: ' | 

Services ...0... 8,000 3,878 3,94 
wae.) 4 Nee 534,000 376,375 362,311] 2,555 5,465 
Supply Services ._ 2442657}1660795 1592267] 34,000 36,450 
Total Ord. Expd.. 297665 37170 1954577] 36,555 41,915 
Sinking Funds. . ee wet: 





Seu Reaticiniense | 





Post Office... .... 2,850 
Income Tax | 
E.PT. Refunds 16, 613 
pec '314285712147589 20776471 38,679 46,128 
After decreasing Exchequer balances by £364,853 to 
43,008,774 the other ions for the decreased 


the gross National Debt by £394,222 to £25,725 million. 


NET RECEIPTS (£ 


thousand 
Land Settlement (Facilities) Acts, 1919 and and 4921... 16 


(Centralised Buying) Act, 1947, sec, 21(3). _ 3,500 

3,516 

NET ISSUES {¢ thousand) mt 

Post Office and Telegraph (Money) Acts, 1946 and an 

OPT. Refunds... ...5ischivteeds Beatie Ce 

Overseas Trade Guarantees ne ee Nee big +2 

Authorities Loans Act, 1 sec, 3(1)...-.+ 3,500 

New Towns Act, MOD, AONE v0 eves tt ees 40 
Overseas = Development ‘Act, 1948, ‘sec. 

171) d) Overseas Brag cree ntnash rath - 
ma bene. GS cis + <cheee ¢ ee ome 

Wer Damage 2 W. we oS o Se ibvaidie. 2 2,000 

en ee , postwar credits .... i 


CHANGES IN DEBT (£ thousand) 

Ner Recriprs 
Treasury Hills... 4,654 
2}% Def. Bonds. . . 445 
Treasury Deposits. 500 


Net Repayments 
Nat. Savings Certs. 650 
3%, Def, Bonds... . 4% 
3% Ter. Annuities, 1,117 





Tax Reserve Certs. 81 
Other Debt :-—~— 
Intermal. ...,....+ 
Ways & Means Ad- 
vanes 7.004. 3,630 
5,599 5,993 





FLOATING DEBT 


{4 milion) 






Ways ano 
























Treasury Means Total 

Date Advances Float- 
sari ing 

Pubhe | . of Debt 








Depts. Eng 
' Jand 





2250-0) 2569-5 









































1948 
Aug. 28 |} 2210-0 | 2386-¢ -046323-8 
Sept. 4)2216-0 | 2392-0 1455-5 16351-8 
se £2.42210-0 | 2378-7 1460-5 {6348-2 
wo 189221" 3 |} 2399-7 1450-5 [6389-4 
oe & 631-3 1449-+516343°3 
Oct. 942220-0 | 2415-3 1452-0 [6370-0 
w» 1692240-C 2446-7 1425-5 16395-3 
« 2392250-0 | 2446-3 38-0 6416-9 
«» 304225 )-0 | 2424-€ 5° 016 388-1 
Nov. 6 [2250-0 | 2594-8 1435-0] 6364-5 
» =13} 2250-0 | 2402-5 1419-016355°2 
» 2012250-0 | 2414-7) 4 1436-5 16368 -8 
ow 2742250°0 | 2385-5 1432-0] 6357-5 
Dec. 414225)-0! 2390-3 1447-0 $6392-4 
225)-0 | 2395-0 1447-5]6595-9 





TREASURY BILLS 


({ million 









Average 
Rate 
of Allot- 
ment 





re nse 
ESKSSE 





On December 10th applications for bills to be paid on 
Tuesday, Wednesday, ursday, Friday and Saturday 
were accepted as to about 38 cent of the amount 
applied for at £99 17s. 5d. and applications at higher 
prices were aceepted in full, Applications for bills to be 

aid on Monday were accepted at £99 17s. 6d, and above 
in full. £170 million (maximum) of Treasury Bills are 
being offered for December 17th. For the week ended 
December 18th the Banks will be asked for Treasury 
deposits to the amount of /80 million (maximum). 


NATIONAL SAVINGS 
({ thousand) 








Pee 


Dec. 6, | Dec. 4, 
1947 1948 
















Savings Certificates :— 
Receipts. . 2.2.0.6. 00 0088 
Repayments .....06-5605 


Net Savings 


Sew eeweeeeee 


Repayments .........54- 


Net Savings ....-.++ 
P.O. and Trustee Sav ings 
Banks :— 
Receipts...... cstcentbaes 
Repayments . 66. 4.-+46+6 


Net Savings .... 


Total. Net. Savings...+.. ++ 
inact on certifieates repaid 
nterest accrued on savings 
remaining 





en's 12,903 
12,630 | 12,821 


eee ewee 


eeeeee 
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BANK OF ENGLAND 
RETURNS 


DECEMBER 15, 1948 


ISSUE DEPARTMENT 





Notes Issued:- 1Ovt. Debt... wét 5,100 
In Circulation 1286,940,490 | Other Govt. 
In Bankg. De- Securities... 288,273,611 
partment . 13,307,343 | Other Secs,... 704,274 
Coin (other 
than gold). .. 7,015 
Amt. of Fid.—————-~ 
ee 1300,000,000 
Gold Coin and 
Bullion (at 
17@s. 3d. per 
oz, fine}. .... 247,833 
1300,247, 833 1300,247,833 


BANKING DEPARTMENT 





£ £ 
Capital ...... 14,553,000 | Govt. Secs,... 370,643,941 
ONS 60 is chan 3,508,445 | Other Sees.:- 45,071,140 
Public Deps.:- 22,302,730 | Discounts and 
Public Accts.* 8,015,553 Advances... 21,150,050 
H.M. Treas, Securities.... 23,921,090 
Special Acet. 14,287,177 
Other Deps;- 392,138,846 
Bankers..... 801,087,225 | Notes. ....+2. 13,307,343 
Other Acets... 91,051,621 } Coin. ........ 3,480,597 
432, 503, ‘021 432, 503, 021 


* Incindin, aor uer, Savings Banks, Commissioners 
of National Dividend Accounts, 


COMPARATIVE ANALYSIS 
(£ million) 
















Sse > i ' 
Notes in circulation. ..., 1. 36.3- 111242 -0:1260- 2) 1286-9 

Notes in banking depart- i i 
FORDE. ope ba ky obs son's 58-3, 40-0 13-3 

Government debt and i : 
ORCUTT on ids ose) *41299-11299-3,1299-3 
Other securities... Kees 4 0-8 0: 7, 0-7 
GOS cock ce ectaee + nienee AR O-2 O-2 O2 
Valued al s. per fine Misi 172/38) 172/3| 172/3 
Banking Dept. -— | 


Deposits :-- | 
: blic Accounts ........ a — oe 
freasury Special Account é 4° 3 14-35 
Dams ovine vase cage’ 313-4) 308-7) 301-1 
te eee or CT Ty “4 91D 89-8 Q1-1 
Petal . iieisvisineiives . 430-5 422 -6) 414-6 


Securities :— 


Government... ..sceesess 


332-7|. 355-8 370-6 
22-9 17-7 21-2 





Banking dept. Sibi doo iees 


* Government debt is £11,015, 100, cone £14, 553,000, 
from £1,350 


Fiduciary issue reduced 


million to {1,300 
million on March 4, 1948. 


GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week. 
Spot cash prices were as’ fotlows *— 








Sitver Gow 
ape 
Londen ‘New York) Bombay Bombay 
1948 r ounce! per tola 
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WE INVITE YOU 


to table wie Of the ‘services of this Bank’s Travel, 
Commercial Intelligence and other departments, 
in which connection handy and concise booklets 
are available on application. 

Advices from a network of branches enable us 
to give practical and up-to-date information on 
all aspects of industrial, commercial and social 
conditions throughout Australia and New Zealand. 


UNION BANK 
OF AUSTRALIA 





Established 
1837 


Branches throughout LIMITED 
Australia Head Office : 
and New. Zealand 71, CORNHILL, LONDON, £.C.3. 








eae 


THE ENGLISH, SCOTTISH & 
AUSTRALIAN BANK, LTD. 


Head Office: 5 Gracechurch Street, London, E.C.3 


— 











Subscribed Capita) .. fe i ee e-  €5,000,000 
Paid-up Capital we on oe 3,000,000 
‘urther Liability ot Proprietor: = on oo 2,000,000 
Fund os os eo 1,815,000 


Chief Office in  deiralas 
Collins Street, Melbourne, 


and many Branches and Agencies throughaut Au-tralia. 





With its wid 


espread connections, this Bank offers every tacility tor the 
conduct of all classes of 


and Exchange business with Australia, 
. A. CLEZY, London Manage: and Secretary 


“IVIL SERVICE COMMISSION... An Open Competition will be held 
in 1949 for recruitment under Normal Regulations to the Special 
bepartmental Classes (i.e. H.M. Inspector of Taxes; Departmental 
Class (Cadet Grade) Mimistry of Labour and National Service; Pro- 
bationary Assistant Postal Controllers; Research Assistants, Ministr 
of Defence).. There wili be two Methods of recruitment, Method 
comprehensive written examination us an interview, Method II 
written qualifying examination followed by pérsonal tests and inter- 
view, for Method IE candidates will be required to have obtained (or 
te obtain in 1949) a university degree, but.this will be waived for 
rtain candidates who have had regular service in H.M. Forces. 
A ge limits 203-24 on August 1, 1949, with extension for regular service 
in EXM. Forces, and, up to two years for voluntary Service in 
H.M. Forces otherwise then on a regular engagement or for com- 
puisory. national service under.theNational.Service Acts. Candidates 
at least 24 and under 30 on August 1, 1949, may at the Commissioners’ 
diseretion be admitted to compete under Method II if they have 
experience in employment in industry ‘or social work particularly 
fitting them for posts in the Ministry of Labour and petipoa Service. 
Regulations and particulars are obtainable on application (prefer- 
ably by post-card) to the Secretary, Civil Service Co 2 on, 6 
Burlington Gardens, London; W.1, wating No. 2326. The latest date 
for the receipt of completed Application Forms is December 31, 1948 
(for Method If) or January 31, 1949 (for Method 1). 


ee Soper algal re cD 


en IL SERVICE COMMISSION. An Open ¢ Competition will be held 
in 1949 fer reeruitment to the Executive Class and Corresponding 
Departmental ——— of the Home Civil Service and Zz Executive Posts 
in Branch B of the Foreign Service. Candidates will be required to 
have obtained (or to obtain in 1949) a university degree. Age limits 
2-24 on August 1, 1949, with extension up to two years for voluntary 
service in H.M. Forces or for compulsory national service under the 
National Service Acts, 

Regulations and particulars. are oe on application (prefer- 
ably by post-eard) to the -Secretary, Service Commission, 6, 
Burlimgton Gardens, London, .W.1, quocing No. 2341:. The latest date 
for the receipt of ec completed Application Forms is January 31, 1949. 


MA2S=T Ri RESEARCH ORGANISATION requires Statistician. Appli- 
cants must have first-class British degree in Statistics, but 





experience in “commercial work is not'so necessary as a real liking for 
figure work and adaptability. This is a sound position for person pre- 
pared tobe trained in all aspects of Market Research. Write giving Mull 
details of education, age and previous experience to Box 916. 


FoR SALE: Volumes of Economist, 1935-39 (bound); 1939, 1942, 1943, 
1944, 1945 (unbound) 1931-35, 1940-41 (unbound and eee: 
Apply, Library, 39, Cadogan Gardens, S.W.3. 


BEFORE YOU BUY A GREENHOUSE study the illustrated brochtire 
32 of the go made Waldor ‘* Aristocrat" rustless alloy 

house Pat. 606204, post-free from OR TOOL & GAUGE CO. 
Lon Droi wich. 


Postal 


‘Tuition for oh c. ECON. 


‘The London University B.Sc. Econ. Degree is a valuable.qualificetion.jot statistical, research 





and welfare work in commerce and industry, and for teaching or administrative posts under 


jmer grep ot Se Gem canmensons «t bsae Sat thn 
Halil fest. moderate fees payable by instalments, it desired - 
ss nh es Y HALL guroe 


inted 





E 


the Colany of 


(ncorperated in gone 
CAPITAL ISSUED AN YY. PAID ue. : 
RESERVE FUNDS ST : 
RESERVE LIABILITY OF 


Office : HONGKONG 
Chief Manager - ee ees A. Moass, OBB. 


BURMA MALAYA (Con) 
Shangha: Johore Bahru 


*Yokohama 
JAVA 


YA 
Highlands ton 
Ipoh Kuala Belatt 
o GRAcES HURCH st so TRAN f53. 


London 
BANKING SOahiats OF EVERY Ki D 
4 ene serviee as Trustees and Executors is by the Bank’s Trastee 
* SINGAPORE 


USA 
New York 
pan 


Compan 


HONGKONG LONDON 


REFUGE ASSURANCE COMPANY, LTD. 


Chiet Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS tb eyo 
ASSETS EXCEED él 

CLAIMS PAID ey ea €189.000,000 
{ 





NORFOLK EDUCATION COMMITTEE 
KING'S LYNN TECHNICAL INSTITUTE 
Organising Master: W. A. BURROWS, B.Sc. 

Applications are invited for the following full-time post:— 

TEACHER OF SHORTHAND (PITMAN’S) AND TYPEWRITING, 
Ability to teach other subjects an advantage. Candidates should hold 
appropriate qualifications and have had business and teaching 
experience. 

Salary in accordance with the Burnham Technical Scale (Men £300— 
£555; Women £270—£444). Initial salary according to qualifications and 
experience.—Further particulars and form of a cation may be 
obtained on receipt of a stamped addressed envelope to the Chief 
Education Officer, County Education Office, Stracey Road, Norwich, 
to whom applications should be submitted within 14 days of the 
appearance of this advertisement, Envelopes must be endorsed 
** Technical Institute.’ 

County Education Office, W. O. BELL, 

Stracey BR Road, Norwich. Chief f Education Officer. 


HE Council of Industrial al Design | requires a C a Co- ‘ordinating Officer for 
the industrial team arranging for the submission of exhibits for — 
exhibitions of industrial design to be held as part of the 1951 Festival { 
of Britain. 

The qualifications required are a degree or equivalent; experience in 
industry; administrative experience co-ordinating the work of senior 
staff either in industry or the Civil Service; and an interest in the 
visual arts. 

The post is paporary with a salary of £1,200 rising to £1,500, with 
a responsibility allowance according to quatifications. 

Please write full particulars of age, education, posts held with dates, 
and qualifications in the ~ of the above requirements to the 
Establishment Officer, Council of Industrial Design, Tilbury House 
Petty France, London, S.W.1. Please mark the envelope C.O, and 
‘enclose at an |_adfiressed envelope for "acknowledgement. 


(y= (\LD-ESTABLISHED light engineering g group “seeks budgetary control 
officer res petble to managing director. Applicants must be 
under thirty-five with first-class cost eraneens and buds 
experience in oaine production engineering. Appointment based on 
London but at least half time will be spent in different Provincial 
cities where company’s factories located. 

Excellent opperuniky for young fit and enthusiastic man of first-class 
tiger ability and rson ty able to assimilate ee Sx int 

£700. diversified operating situations. Startin om between 

and £1,000 per annum copending on grade of of cnelicunt. Write 
Box B.125, at 191, Gresham House, B.C.2. 


N important public cOmpany manufacturing and marketing a ‘a house- 

hold appliance of world wide repute requires a Metropolitan 
Manager. he applicant must thoroughly understand — and 
bution practice and have practical knowledge of s selling and 
pes lity to impart that Seewiedae to others. e oo also possess 
the ability to control an existing service organisation. The post will 
carry a substantial salary and excellent  prespon’: and enquiries are 
invited in confidence to the Chairman, =) 


[HE  Britist British Refrigeration Association require gentleman to | 
Director and Secretary. Starting salary £1,000 p.a. 
should be not over 40 years of Applications by December 31,_ 
cae full details of edu on, professional training, 
experience and when avalleain, to the Director and Secre 
Refrigeration ’ Associati 1, Lincoln's Inn Fields, 
endorsed ‘* Staff Appointmelt.# All applications will be ccna 


X-SERVICE man (54), i Sa naturalised British, German 
barrister, part-Jewish descen laboure a 
to oe: Se ae oe post where knowledge ay 


English, Ge ee a French, 

ence of industry, soci copa 

CONOMIST/STATISTICIAN; ais B.Sc. (Econ), 25, i 
| acer eens and remunerative post at home or abroad, No" a 
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